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The first steamboat for transatlantic use was launched at Glasgow, 1812. 
A Packard car, first motor vehicle to cross the continent, completed its journey, 1903. 
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The first “Pullman Palace Car” in the U. S. left Bloomington, Illinois, 1859, 
First electric street railway in the country was opened at Baltimore, Md., 1885. 





S. F. MORSE exhibited his first telegraph instrument at New York University, 1837. 
British Parliament passed an act regulating coaches, carts, and wagons, 1715, 





The U. S. Department of Commerce issued its first broadcasting license, 1921. 
“Evan's Scow,’’ a steam vehicle for use on land and water, was demonstrated, 1804. 





The world’s first power house was opened on Pearl St., N. Y., by EDISON, 1882. 
PAUL DUMONT carried the first air mail in U. S. in a balloon, New York, 1829. 





JAMES RUMSEY drove a boat by means of a power pump, Washington, D. C., 1786, 
CAMPELLA, who prophesied transportation and light utilities, was born, 1568. 





Stockings were declared “common utilities” in England, 1589. 
Mention of railroads as “inventions of the devil” was forbidden in Ohio schools, 1841. 





WILLIAM MURDOCK built the first gas works in England, 1804. 
¥ The American Gas Association will convene in Chicago, Sept. 25, 1933. 





The last spike was driven in the construction of the Northern Pacific Rd., 1883. 
SIR WM. PREECE demonstrated that speech could be conveyed by induction, 1892. 





Transportation of English mail by air was begun between Hendon and Windsor, 1911. 
America’s first railroad line, opened in Pa. in 1829, was abandoned, 1931. 





HERTZ discovered the “ether waves,”” now known as radio waves, 1887. 
Canada closed private broadcasting stations and established its own, 1929. 





First commercial trolley bus line in U. S. was started in California, 1910. Cc 
The Public Service Commission of Connecticut began its official duties, 1911. 





JAMES SHARP gave first demonstration of gas for cooking purposes, 1830. 
ORVILLE WRIGHT made his historic air flight of 1 hour, 10 minutes, 1908. 




















VOLTA announced a method of transmitting messages by electricity, 1777. 
The Nat'l Assoc. of Rd. and Utilities Com’rs. will c in Cincinnati, Oct. 10, 1933. 
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The Power Utilities on 
the “Hot Spot” 


How they got there, why they got there— 
and what they will have to do to get off of it 
By HOWELL WRIGHT 


NCE upon a time, not long ago, 
O a distinguished civic doctor 

heard that the public utilities 
in his country were ailing. At the re- 
quest of many of his. associates he 
took up the case and went forth into 
the highways and byways. He trav- 
eled far and wide, by land, by sea, by 
air. 

Knocking at the utility doors he in- 
quired how they all did, saying, that 
if, as frequently reported to him, they 
were ill, worried, or mentally, physi- 
cally, or financially harassed, he would 
be happy to prescribe for them and 
cure them. He had diagnosed their 
case. His remedies were at hand and 


available. They, one and all, replied: 

“No, thank you. We are all very 
well and shall continue so, if you will 
only be good enough to go away and 
leave us as we are. We have our own 
physician and do not want to take un- 
orthodox chances.” 

Whereupon, a great majority of all 
the people in the country selected him 
not only as their chief consultant but 
also as their public utility health 
officer. They advocated a thorough- 
going change. They directed him to 
prescribe his remedies; to administer 
a new, radical, and effective course of 
treatment for the public utilities, who 
denied any ailment whatsoever, but 
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from whom the people declared they 
had already suffered in fact or at law 
—or in imagination. 

Whereupon, this newly designated 
chief-in-authority consulted his staff; 
conferred with his popularly chosen 
legislative clinic in special session, and 
proceeded to carry out the will of the 
people. 

And thereby hangs a tale—but not 
a fairy tale. 

Restraint and discipline were de- 
cided upon for the patient with the ob- 
ject of protecting the public from 
harmful contact with him, his ail- 
ments and his reported indiscretions. 
Anaesthetics, straight-jackets, and 
disinfectants were prescribed. The 
net result for the patient—the elec- 
trical utility industry of the United 
States—will be more Federal regula- 
tion, more Federal competition, and 
more Federal taxes. 


eB outstanding new measures af- 
fecting the industry—the first 
fruits of the consultation are: 

1. The National Blue Sky Act. 
This is for the protection of the in- 
vesting public by means of publicity 
and regulation of holding companies 


and utility companies. It will be ad- 
ministered by the Federal Trade Com- 
mission. 

2. The National Industrial Recov- 
ery Act. This provides for the fixing 
of minimum wages, working hours, 
conditions of employment, and rights 
of collective bargaining. The electri- 
cal industry cannot escape such re- 
strictions and may not escape others 
under this act relating to production, 
distribution, and competition. 

3. The  $3,000,000,000 Public 
Works and Construction Program. 


This will increase employment and 
purchases from which the electrical 
industry may benefit. It will also 
bring new taxes. Significant, how- 
ever, is a recent announcement that 
liberal amounts from this fund will 
be made available for the construction 
of competitive publicly owned power 
plants. 

4. The Tennessee Valley Develop- 
ment Act. This provides for Federal 
competition in the power business on 
a large scale. It may be a forerunner 
of similar measures. What will hap- 
pen to the privately owned power com- 
panies now operating in the valley if 
the. Federal authority transmits and 
distributes electric power over dupli- 
cate lines instead of using existing fa- 
cilities ? 

5. Discriminatory and Punitive 
Taxation. The Federal 3 per cent ex- 
cise tax on the gross of the electrical 
utilities privately operated but exclud- 
ing municipal systems from the same 
burden is one new item, while the sec- 
ond is found in the Federal 5 per cent 
dividend tax. 


HESE measures represent the Fed- 

eral government in a new public 
utility role. In the main, they are 
based upon policies announced by the 
President in his national campaign; 
they were joined as issues by the party 
in power and enthusiastically ap- 
proved at the polls by the American 
people. They will be administered by 
more than mere liberal-minded offi- 
cials. If one is inclined to doubt this 
one should note carefully President 
Roosevelt’s appointments to the Fed- 
eral Trade Commission, the Tennessee 
Authority, the Federal Power Com- 
mission, and under the National In- 
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dustrial Recovery Act. 

The adoption and application of 
these policies are one result of what 
Professor Raymond Moley calls “the 
eternal clash between fundamental and 
immediate ends, the world-old tra- 
vail with the conservative.” The pow- 
er issue in the last national election 
campaign was just this. 


pa prominent leaders in the light 
and power industry do not seem 
to realize that we have had a political 
revolution ; that the public utilities as 
a result of changed conditions, both 
political and economic, are already op- 
erating in a new era of governmental 
regulation. What can they be think- 
ing about? True enough we still have 
the state commissions which have and 
no doubt will continue to have certain 
functions with respect to intrastate 
utility business. State regulation has 
always bulked large in the utility 
horizon. The industry preferred, ad- 
vocated, and counted on it. It repre- 
sents one policy upon which the utili- 
ties consistently have been united. In 
the future, however, it will avail them 
but little. The public charges that 
commission regulation has failed— 
and whether it has or not, in most 
states regulation cannot cope with the 
problem of publicly owned competi- 
tion. 

State regulation today is on the 
wane. 

Then, too, state regulation has al- 


ready given way to national control. 

It will of necessity continue to do so 
because the light and power business, 
like the railroads, is a national indus- 
try. Federal regulation of it is in the 
ascendancy. The main question now 
is not, is the Federal government go- 
ing to supervise the industry, but to 
what extent, and how the industry is 
going to be regulated and directed by 
the Federal government. 

Without a doubt, if it becomes nec- 
essary, ways will be found in Wash- 
ington to deal with the intrastate 
aspects of any business. It requires 
no stretch of imagination to foresee 
Federal jurisdiction assumed over in- 
trastate light and power business on 
the ground that interstate policies are 
affected by intrastate, and that the lat- 
ter are, therefore, national in scope. 
This will be a natural step dictated by 
the policy of immediate need and ne- 
cessity. 


W™ is the position of the light 
and power industry in the midst 
of these changing economic condi- 
tions ; at the outset of this new Era of 
Federal control—after its years of 
great prosperity when it rode on the 
crest of the wave; after its years of 
depression and vicious attacks during 
which it fell from grace and became 
amazingly unpopular—this great busi- 
ness affected with a public interest and 
so closely woven into warp and woof 
of the daily life of millions of people? 


e 


“THE utilities have been putting their worst foot forward 


q for a long time, with little prospect of change in sight. 
They have been awed into relative publicity inaction 


through fear of the reckless word ‘propaganda.’ 
seem to be governed and ruled by fear.” 
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Does it recognize the outlook from its 
observation point at the “cross 
roads?” Does it recognize, under- 
stand, and properly interpret the new 
governmental philosophy at Washing- 
ton? We think not. And in what 
attitude does it face the future? 

The National Electric Light Asso- 
ciation before its dissolution was the 
spokesman for the electrical utilities. 
The industry is now represented by 
the Edison Electric Institute—an or- 
ganization that has some yet to be 
demonstrated and yet to be proven 
power of exercising discipline over 
its members with respect to their busi- 
ness practices. It is reported as hav- 
ing divested “itself of all semblance 
of propaganda activities.” Gone are 
the unlucky Committees on Public 
Information—but not forgotten. 

One of its new policies—a complete 
right-about-face from the old—re- 
quires each member company to ac- 
quaint its customers and its local pub- 
lic as to local situations. The Insti- 
tute will disseminate facts as to the 
industry at large. It is to maintain a 
“vigilant and militant defence if un- 
justly attacked.” It will “forestall 
attack by keeping customers fully ad- 
vised as to its business, facilities, and 
service.” The official policy seems to 
be as announced in the New York 
Times (April 23, 1923) : 

“Leaders in the public utility field are 
preparing to abandon their attitude of non- 
resistance to the mounting volume of politi- 
cal criticism directed at them and will con- 
test warmly, in the territories which they 


serve, any public utterances embracing mis- 
statements of facts and circumstances.” 


The Institute has become the “Rear 
Guard” for the industry. 

A policy of apology and defense for 
the light and power utilities with such 


a brilliant record of progress during 
the fifty years since Thomas Edison 
first turned the wheels in that little 
pioneer generating station on Pear| 
street? To the writer it almost seems 
unthinkable. It borders on the edge 
of a “defeatist” attitude under condi- 
tions which call for bold and construc. 
tive action. The appropriate position 
for leaders is with the vanguard. 

Thomas Alva Edison, in his last 
public utterance on June 11, 1931, 
said over the radio to this great indus- 
try, represented now by the Institute: 

“Be courageous. Have faith. Go 
forward.” 

The industry is now being at- 
tacked. It is under heavy fire from 
many angles. Seldom has a more ex- 
plosive barrage been laid down upon 
a public service group. Many of the 
attacks are unjust, but for every 
known reason under the sun they are 
entitled to far more action than the 
“vigilant and militant defense” of si- 
lence. The best defensive tactics are 
often a determined offensive—bril- 
liant attack. Nothing of this sort has 
recently emanated from the spokes- 
men of the industry. 


_ has grown up a belief 
among some leaders in the elec- 
tric light and power industry that 
nothing can be done to offset the pres- 
ent agitation against this utility. 
They assert with all seriousness that 
the industry must travel the same road 
the steam and street railroads have 
traveled and go through the same ex- 
periences on the journey. One has 
heard some of these leaders say that 
these electrical utilities will not find 
favor with the public again until they 
have been reduced to a position of fi- 
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“The Best Defense Is an Attack” 
co? | ‘HE utility industry is now being attacked. It ts under 


heavy fire from many angles. 


Seldom has a more ex- 


plosive barrage been laid down upon a public service group. 
Many of the attacks are unjust, but for every known reason 
under the sun they are entitled to far more action than the 


‘vigilant and militant defense’ of silence. 


The best defensive 


tactics are often a@ determined offensive—brilliant attack.” 





nancial impotence and become objects 
of pity. This is the attitude of de- 
spair. To assume it spells ruin. 

Other industries hard pressed here- 
tofore have been able to create and to 
change public opinion by constructive 
action. Witness the old Standard Oil 
Company. Not long ago it was the 
favorite for investigation. Every- 
body’s hand was against it. Today 
sentiment toward that company has 
changed. By a systematic, rational, 
and logical appeal it has again gained 
public favor. 

The utilities can do the same thing. 

The light and power utilities, local- 
ly and nationally, should be more out- 
spoken. In the fundamentals they 
have nothing to apologize for. They 
have a case. They have a cause. They 
are rendering an essential public serv- 
ice of benefit to mankind. They have 


the reason and right to make them- 
selves heard. They have a perfectly 
sound argument. Now is the time to 
present the whole case to the public 
instead of standing hopelessly by and 
meekly watching their business being 
taken away from them. 


HE constructive critics of the 
utilities (and there are numerous 
sincere ones) will recognize that there 
are two sides to be considered—and 
they will appreciate fearless and de- 
termined tactics on the part of an ag- 
gressive opponent. The destruction- 
ists should be handled without gloves. 
The utilities seem not to have learned 
that the public likes a lusty two-fisted 
fighter—if he is a good sportsman. 
There is a tendency on the part of 
a few groups within the industry to 
believe that we have overdrawn the 
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“future” picture for the utilities. We 
think not. One wishes that more of 
our utility executives would see the 
situation for themselves by actual con- 
tact with people in the field. Some at 
least will find that their vision has been 
obscured heretofore by long range ob- 
servation and in some instances also 
by the blurred lenses of misinforma- 
tion. 

Comfort is found in rising com- 
modity prices. This may have the ef- 
fect of dissipating some of the agita- 
tion regarding rates which is more 
pronounced in depressed economic 
conditions. The subject of light and 
power rates, however, is still dominant 
in the public mind. It is the cause of 
much confusion and turmoil. 

Production is improving and more 
people are being called back to work. 
This will help. If we are really on 
the right road back to prosperity some 
of the popular feeling about the utili- 
ties will gradually disappear. Produc- 
tive employment helps to eliminate 
discontent. These are hopeful signs. 


_ things are never as good as 
we hope nor as bad as we fear, 
we cannot always count upon the pub- 
lic memory as being short-lived. Pub- 


lic utilities are unpopular. Some of 
the causes of their present difficul- 
ties are deep-rooted and of long stand- 
ing; others are more recent. It must 
not be forgotten that in the main in 
the last national election campaign the 
electrical utilities believed in and sub- 
scribed to the policies advocated and 
sponsored and previously carried out 
by the leader of the party which be- 
came the party of opposition on March 
4, 1933. This accounts for much. We 
are “in the midst of one of the great 


revolutionary periods of history.” 


HAT can the utilities do about it 

all? One hesitates to give ad- 
vice, but one is consoled by the fact 
that there is no compulsion about tak- 
ing it. Nevertheless, one suggests that 
our public utility executives embark 
at once upon the task of measuring 
themselves against new experiences. 
Let it not be said that the leaders in 
this great industry are now blind to 
the trend of the times. 

In the modern complex business 
set-up of the utility companies the con- 
trolling executives are as a rule too 
far removed from the ratepayer at the 
crossroads. Centralization is neces- 
sary in some degree from the very na- 
ture of the system, but the formation 
and execution of policies in an office a 
thousand miles away, even in this day 
of rapid communication, has had un- 
fortunate results. 

State, division, and local managers 
often have but little authority; they 
must consult a third assistant vice 
president or a second assistant general 
manager, who must consult someone 
else in higher authority. Nothing irks 
a local public official or a complaining 
customer more than to be told by the 
local company manager “I'd like to do 
what you want but the New York of- 
fice won’t let me.” Such situations 
often cause more local customer dis- 
content than half a dozen candidates 
for the office of First Selectman. 
These people are human and often re- 
sent the dictation of an absentee man- 
ager whom they never see and who 
seldom understands their local point 
of view. 

The present system has also devel- 
oped too many “Yes men” in the larg- 
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er territorial divisions who are fearful 
of their jobs and are telling their far- 
off superiors what they think they 
would like to hear. This means that 
the actual customer feeling and atti- 
tude toward the company and the in- 
dustry is frequently misinterpreted 
and sometimes never really known to 
the makers of company policies. Cen- 
tralized management and control has 
lacked an accurate gauge of local pub- 
lic opinion. Many misguided and dis- 
astrous policies have been the result. 
Power and its control need more de- 
centralization. 


Bena leaders and writers have 
complained rather bitterly about 
the treatment the industry has re- 
ceived in recent years at the hands of 
the press. True, some of it has been 
pretty rough. But what of it? 
What’s done is done. The more se- 
rious question is what is going to hap- 
pen in the future. What from now 
on will be the attitude of electric pow- 
er industry toward the press? 
Electric power is a subject of polit- 
ical controversy and political action. 
As such it is the maker of news. 
Factual data and statistics about the 
business appear on the inside pages. 
Discussion and debate over rates, re- 
production cost, valuation, public 
ownership, or rate of return coupled 


with attacks upon utility policies is 
“front-page stuff.” Public opinion is 
molded on the front pages. In this 
respect the utilities have been putting 
their worst foot forward for a long 
time, with little prospect of change in 
sight. They have been awed into rel- 
ative publicity inaction through fear 
of the reckless word “propaganda.” 
They seem to be governed and ruled 
by fear. 

The modern newspaper is a nation- 
al institution. In syndicate it has a 
far-reaching influence. Without 
doubt it seeks to cater to the wishes 
of its readers. Its owners also strive 
to extend its influence and to gain 
power—to increase circulation. News- 
papers are also business organizations. 

Regardless of their announced fun- 
damental purposes or missions in life 
—the advocacy of the Ten Command- 
ments or the welfare of the working- 
man for example—they are not in 
business solely for their health. Their 
managers have to make a profit for 
their owners. Unless endowed (which 
is rare), they must depend upon cir- 
culation and advertising upon a large 
scale. The business must thus be 
made to succeed. 

There is nothing inconsistent in the 
combination of civic virtue and 10 per 
cent investment return policies in a 
newspaper. There is no sound reason 


e 


electric light and power industry that nothing can be done 


q “THERE has grown up a belief among some leaders in the 


to offset the present agitation against this utility. They 
assert with all seriousness that the industry must travel the 
the same road the steam and street railroads have traveled 
and go through the same experiences on the journey. 


This ts the attitude of despair. 


To assume it spells ruin.” 
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q “ELECTRIC power, with all of its economic aspects, has 


always been a subject for political action. 


It is likely to 


be so for along time. Certain power policies and problems 
cannot be separated from political action. They are national 


in scope. 
economic organization. 
is imperative. 


They are important factors in our present 
Their determination and solution 


Codperation and codrdination of effort is 


called for to that end and in the public interest.” 


why the light and power utilities in- 
dividually or collectively should not 
cooperate to make such policies more 
effective for the public good. They 
have a real service which needs to be 
translated on the front page and ad- 
vertised in the business and news col- 
umns three hundred and sixty-five 
days each year. 


HE too common utility policy of 
taking away paid advertising 
from a newspaper because of edito- 
rial criticism or abuse of the industry 
or a particular company is most short- 
sighted. Editorial and business poli- 
cies of most newspapers are quite 
separate and distinct ; the former can- 
not be bought by the purchase of ad- 
vertising space, but paid utility adver- 
tising helps to make the business ven- 
ture of a newspaper more successful. 
Many of our utility managers. seem 
not to have learned this simple basic 
business-editorial philosophy of the 
modern newspaper world. The soon- 
er they do the happier their lives will 
be, to the benefit of the industry they 
serve and its essential public service 
upon which the country must depend. 
The proper coordination of news- 
paper and public utility services or ac- 
tivities in the public interest is some- 
thing to be striven for as a part of our 


7 


much discussed National Economic 
Planning. Power and the press are 
too far apart. 


W: read and hear much of late 
about the political threats with 
which the power industry is constantly 
confronted. There is nothing new 
about this. One cannot recall even a 
brief period in the past twenty years 
when electric power was not so 
troubled. As a rule small caliber 
threats can be ignored. 

Some of the utilities have been en- 
gaged in politics themselves; maybe 
they were forced to, like the railroads 
in earlier days—out of self-protection. 
A few are said to have transacted 
business regularly with “scheming, 
grafting politicians,” and some seem 
to have been powerful enough to give 
legislative orders and have them car- 
ried out. The industry as a whole, 
however, has no interest in this brand 
of political action. It belongs to an- 
other era. 

Political action or politics in the 
broadest and best sense we contend is 
the determination of fundamental pol- 
icies—state and national. With such 
the industry is seriously concerned. 
Economic policies in this country are 
often determined by political action. 
We also attempt to settle economic 
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problems by the same process. Suc- 
cess does not always attend our ef- 
forts. 

Electric power, with all of its eco- 
nomic aspects, has always been a’ sub- 
ject for political action. It is likely 
to be so for a long time. 

Certain power policies and problems 
cannot be separated from political ac- 
tion. They are national in scope. 
They are important factors in our 
present economic organization. Their 
determination and solution is impera- 
tive. Codperation and coordination 
of effort is called for to that end and 
in the public interest. In the main at 
present they are the policies and prob- 
lems incidental to taxation, the ad- 
ministration of the National Indus- 
trial Recovery Act, the National Blue 
Sky Act, the Public Works Program, 
and the Tennessee Valley Develop- 
ment. To a very considerable degree 
they involve the relations of the Fed- 
eral Administration and the spokes- 


men for the light and power industry. 

There have been many pleas of late 
for stronger leadership in the power 
industry.. Bold and constructive ac- 
tion has been demanded—consistent 
with the revolutionary period in which 
we find ourselves. We have been told 
that there is need for a “public utility 
czar.” 

There already is such a personality. 
His official appearance took place on 
March 4, 1933. The arbiter of power 
and of the power industry in this 
country now is the President of the 
United States. 

The industry can best meet the 
problems now confronting it by recog- 
nition of this fact; by the selection of 
progressive leaders who will recognize 
the new guide posts of Federal public 
utility regulation and control; who 
will contact and codperate with the 
President and his associates and to the 
end that these problems may be solved 
in the public interest. 





Ba 




















Coming—in the next number: 


The Crisis Confronting the Commissions 


A FRANK, vigorous, and provocative article by one of the countr ’s most 


experienced and capable authorities on state regulation, Hon. 


ILLIAM 


A. Prenpercast, for several years chairman of the public service 
commission of New York, who comes forward to ask bluntly if the 
state regulatory bodies are to be dominated by political influence and 
popular clamor—or whether they are to pursue sound and approved 
policies, without fear or favor, in the public interest. 
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The Bogie of Federal Regulation 


Will it supplant or supplement 
state control of the utilities? 


By BEN W. LEWIS 


current, the dominating theme is 
“On to Washington!” 

Under the strains and stresses of 
the past half-dozen years, existing pol- 
icies and techniques of public utility 
control have, in the opinion of this ob- 
server, demonstrated their incapacity 
to achieve effectively the purposes 
which regulation was instituted to 
serve, and each inadequacy, as it has 
developed, has prompted the appear- 
ance of an array of remedial measures 
calculated to straighten the course, fill 
in the gaps, or strengthen the fibre of 
the regulatory process. 

Running through most of these pro- 
posals, in varying degrees and implicit 
or expressed, and irrespective of the 
substantive character of the remedy or 
the condition which it is intended to 
relieve, is the suggestion for an ex- 
tension of the authority and activity 
of the Federal government. It is 
natural that this should be the case; 
when processes fail, new instrumental- 
ities as well as new policies and meth- 
ods seem logically to be called for. 
There can be no doubt that in the 


[ the regulatory symphony now 


years immediately in the future the 
Federal government will assume in- 
creasingly a more prominent position 
in the business of public utility regu- 
lation. In the capacities both of inde- 
pendent and reinforcing units, nation- 
al agencies will come to stand with 
those of the several states in situations 
wherein, within the decade, state ac- 
tion alone seemed dictated almost by 
eternal forces. The cry is “On to 
Washington!” It must be heeded and 
analyzed; and as determined by that 
analysis it must be acted upon. 


No the less, conceding the ut- 
most that may reasonably be 
claimed for the intervention and col- 
laboration of the Federal government, 
it remains indisputable that the major 
tasks of utility regulation will contin- 
ue indefinitely to be performed by the 
states, and it will be well to ponder this 
fact at the very threshold of any dis- 
cussion of national control. The pro- 
posal before the house provides for an 
extension of Federal activity; Feder- 
al regulation is the step in advance, 
the innovation. But, as a point of de- 
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parture, it will be worth while to con- 
sider soberly for a moment the less 
spectacular proposition that when the 
gaps in the structure have been closed 
in by Congress and the inadequacies 
repaired by action of the national 
government, the regulatory area of 
greatest significance to the consumer 
will continue to be dominated by the 
authority and instrumentalities of the 
states. Full appreciation of the fact 
of the continuing, controlling pres- 
ence of state regulation should assist 
materially in clarifying the existing 
situation; it should serve to concen- 
trate attention upon the substantive 
phases of those proposed remedies in 
which that phase is dominant, and it 
should aid in dissipating that peculiar- 
ly powerful opposition to any exten- 
sion of Federal control which finds 
its only nourishment in fear and un- 
reasoning tradition. 


y the regulation of public utilities in 
our times comes to naught, there 
will be more than passing truth in the 
proposition that words—mere words 
—have caused its downfall. 

Not the least striking example of 
the power of words to hamper and de- 
stroy is to be found in the present-day 
manifestation of the century-and-a- 
half old conflict between the “rights 
of the sovereign states” and the “cen- 
tralization of power in the Federal 
government”—exemplified in the bat- 
tle waged by the state commissions 
against the inroads of “Federal bu- 
reaucracy,” and evidenced by the ti- 
rades against extension of Federal 
authority indulged in annually at the 
conventions of the National Associa- 
tion of Railroad and Utilities Com- 
missioners. 


H™ is a real problem in regula- 
tory policy! The Commerce 


Clause of the Constitution, as inter- 
preted, marks off a certain area of 
control to be exercised by the national 
government exclusively ; another, geo- 
graphically, by each of the several 
states, exclusively; still another to be 
exercised as the states may desire in 
the absence of Federal action, the lat- 
ter to be dominant when (if) resort- 
ed to; and a fourth, possibly, to be 
handled by agreements between the 
states. 


N™: one might anticipate that, in 
this matter of laying out a gov- 
ernmental regulatory set-up to achieve 
specific ends named in terms of price 
and quantity and quality of public 
utility services, discussion and action 
would proceed on the basis of the rel- 
ative capacity of the several alterna- 
tive means to realize the results de- 
manded. In fact, however, debate on 
the subject is dominated by dialectic 
and phraseology, directed, not to the 
real economic and administrative is- 
sues involved, but designed to move 
the listener or reader emotionally to 
enlist and to serve loyally behind one 
banner or the other. To refer to one 
side only, why is one regaled constant- 
ly with war-like allusions to the at- 
tack of Federal bureaucracy upon the 
sacred rights of the sovereign states? 
Why, in the matter of state versus 
Federal control of utility prices and 
services might one not hear less of 
the rights of the states and more of 
the substantive interests of consum- 
ers? 

I am reminded that this problem has 
its constitutional foundation, and that 
ultimately, in the process of injecting 
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substance into the words of the Com- 
merce Clause, the Supreme Court will 
draw the exact boundaries between the 
respective areas of state and Federal 
action. In all probability the task will 
never be concluded; the extent and 
facets of the problem seem limitless in 
a changing society. The court has 
dealt with the problem for decades, 
yet the most recent terms of court 
have seen significant action taken on 
this matter. 

The fact to be borne in mind here 
is that, however couched in terms of 
constitutional direction and limitation, 
the decisions of the court in this situ- 
ation reflect simply the judgment of 
the majority members as to the rela- 
tive desirability on whatever basis is 
deemed determinative, of control by 
the Federal or state governments. 
And whatever conclusions it may 
reach are subject to qualification, 
modification, or reversal at any later 
time when the judgment of the court 
so dictates. This is preéminently a 
problem in public policy for which, 
under our system, the Supreme Court 
must establish the ultimate solution. 
Here, possibly more than ordinarily, 
a truly realistic approach is demanded 
of the court. On the assumption that 
ultimately the court will follow the 
best informed public opinion, one 
hopes that that opinion will develop 

‘increasingly on the basis of economic 
and administrative analysis, and less 
on the basis of emotion. 


e 


| Be us examine briefly the area 
deemed presently by the court to 
be suitable for state rate control. 

Recent decisions, apparently, have 
brought the entire group of retail 
rates for gas and electricity into the 
hands of the state, irrespective of 
whether the source of supply is with- 
in or without the state. Thus, the 
direct and immediate activity of the 
state is demanded whenever consum- 
er rates are in issue. Sale to the ulti- 
mate consumer is, apparently, the de- 
cisive test; where the consumer’s in- 
terests are immediately at stake, the 
state exclusively may act. And in aid 
of this power, the state is permitted, 
at least in the absence of congressional 
action and in the case of affiliated com- 
panies, to inquire into the reasonable- 
ness of intercompany supply contracts 
even though interstate commerce is 
involved, and to employ “cost to the 
supplying company” as the test of rea- 
sonableness.* 

To probe more deeply into the sit- 
uation: In that vast area where local 
companies, drawing supplies from 
within the state,.sell at retail to local 
consumers, no question of Federal 
regulation has been raised, nor is it 


1 Pennsylvania Gas Co. v. Public Service 
Commission, 252 U. S. 23, P.U.R.1920E, 18; 
Public Utilities Commission v. Landon, 249 

S. 236, P.U.R.1919C, 834; and see East 
Ohio Gas Co. v. Tax Commission (1931) 283 
. 465, 75 L. ed. 1171, a tax case, with 
important implications for rate regulation. 
Western Distributing Co. v. Pub. 
Service Commission, 285 U. S. 119, P.UR. 
1932B, 236. 





now committed to their control should prove far more 


q “EFFECTIVE regulation by the states within the large area 


potent than frantic protests in forestalling an unnecessary 
and unwelcome invasion by the national government.” 
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likely to be raised; nothing points to- 
ward action by the national govern- 
ment. Where the company, furnish- 
ing its own supply, retails the service 
across the state boundary, rates are 
subject to control by the state in which 
consumption occurs. Waiving the 
possibility of discrimination (of 
which more, later), state authority 
and state facilities seem relatively 
quite adequate to protect the consum- 
er. Where the supply is furnished at 
wholesale across the border, to be re- 
tailed within the state, the authority 
of the state extends to the local rate; 
and in the determination of this rate, 
as suggested earlier, inquiry may be 
made into the reasonableness of the 
wholesale rate if there is evidence of 
fraud, if the interested companies are 
affiliates, and, possibly, even under 
less striking or suspicious circumstan- 
ces. The state may not fix directly 
the wholesale interstate price, and, as 
a matter of economic and administra- 
tive fact, decided doubt may be raised 
as to its real capacity to cover more 
territory than the court has already 
ceded to it. Federal control, not yet 
present, is in the offing at this point. 
To the extent that the states demon- 
strate a positive ability to discharge 
the responsibility thrown upon them 
by the Illinois Bell and Western Dis- 
tributing Company decisions,’ the 

3 Smith v. Illinois Bell Teleph. Co. (1930) 
282 U. S. 133, P.U.R.1931A, 1; and Western 
Distributing Co. v. Kansas Pub. Service Com- 
mission, supra, note, 2. 

The task thrust upon the state commission 
by these decisions consists, first, in separating 
the intrastate from the interstate business of 
each utility appearing before it, and, then, in 
connection with the former, ascertaining the 
production costs of any affiliated management 
or supply companies (irrespective of extent 
or area of service), and computing the pro- 


portion of those costs properly allocable to 
such intrastate business of such utility. 





coming of Federal action may be post- 
poned, but the outcome here cannot 
be other than a matter of conjecture. 
I do not care to stress the coming of 
Federal control even in this situation; 
I prefer to point out that when it 
comes (if it comes) even in this minor 
area—interstate management and 
wholesale rate control—it comes only 
to supplement and to support, not to 
supersede, and it finds the major task, 
and the only task which affects the 
people of the states directly, complete- 
ly in the hands of the state regulatory 
authorities. 

To the extent that interstate hold- 
ing companies require regulation (of 
accounts and securities) by the Fed- 
eral government (particularly because 
of possible adverse influence indirectly 
upon the rates and services of local 
operating companies ), it will be noted, 
once more, that the area of state con- 
trol remains undisturbed, save as the 
effectiveness of that control may be 
enhanced by the supporting assistance 
of the national government. 


Bb nape- to the other incidents of 
the utility public relationship— 
service, securities, and accounts— 
there is little reason to anticipate any 
slackening of the activity now in- 
dulged in by the most advanced of the 
states. 

Public utility service is essentially, 
peculiarly local in its rendition and 
effects ; it is peculiarly amenable to ef- 
fective state control. Interstate prob- 
lems may arise—they have in fact 
arisen—but for the most part they do 
not present themselves as incapable of 
solution in a thoroughly satisfactory 
manner either by firm action on the 
part of a single state, or by sympa- 
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The Prospect of Federal Coéperation with the States in 
Regulating Utility Securities and Accounts 


Re oe Seven and accounts are of significance in 
public utility regulation primarily because 





of their effect upon rates and service. State con- 
trol codrdinate with that exercised over rates and 
service will continue to be practiced with reference 
to operating company securities and accounts. 
Supplementary action by the Federal government 
may come into the picture, and it is clear that 
codperation among the states in the promotion of 
uniform accounts and the reduction of conflicts of 


and gaps in security regulation must be forth- 


coming.” 





thetic codperation on the part of the 
authorities of the several states in- 
volved. 

Securities and accounts are of sig- 
nificance in public utility regulation 
primarily because of their effect upon 
rates and service. State control co- 
Ordinate with that exercised over rates 
and service will continue to be prac- 
ticed with reference to operating com- 
pany securities and accounts. Supple- 
mentary action by the Federal govern- 
ment may come into the picture, and 
it is clear that coOperation among the 
states in the promotion of uniform ac- 
counts and the reduction of conflicts 
of and gaps in security regulation 
. must be forthcoming. Unnecessary 
duplication, extra-state investigations 
and control must be avoided, and can 
effectively be avoided to the tremen- 
dous enhancement of the effectiveness 
of state control * without the loss on 
the part of the states of any preroga- 





*Cf. Elsbree, H. L., Interstate Transmis- 
gg Electric Power (Cambridge, 1931) 


tives which they can have any other 
than a sentimental interest in retain- 


ing. 


HE discussion has been confined 
thus far largely to the gas and 
electric situation ; mention of railroads 
and telephones has been purposely re- 
served. “Where the Federal govern- 
ment once enters as of right, it domi- 


nates,” runs the legend, and the story 


of the supersession of state railroad 
control by an everexpanding Federal 
Interstate Commerce Commission is 
pointed to by every ardent defender 
of state’s rights as proof that if the 
Federal government once enters the 
field of general utility regulation its 
accretion of power thenceforth will be 
irresistible. 

I do not believe the analogy is 
sound. The proportion of interstate 
to intrastate consumers’ services in the 
railroad field and in the field of the 
other utilities is practically reversed, 
and even recognizing the steady 
growth of interstate transmission and 
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its present great extent in certain 
states it is difficult to imagine a fed- 
erally dominated regulatory system in 
control of the utility industry as we 
now conceive it. There is an absurd- 
ity in the tail wagging the dog! 

The nature of the services are also 
to be contrasted. “Domestic” service 
is dominant in the utility industry; 
“commercial” with its implications 
relative to state discrimination against 
the business and industrial interests of 
other states is more largely present in 
the case of railroads. Transportation 
from state to state, whether of pas- 
sengers or freight, has an interstate 
aspect in the very physical process of 
its rendition ; retail utility service, even 
though interstate transmission be in- 
volved is essentially local as it affects 
the consumer. The distinction which 
the Supreme Court has drawn between 
wholesale and retail utility service 
rendered across the state boundary re- 
flects this factor. 


N°? elaborate regulatory machinery 
designed to meet the problems 
inherent in complete control of rail- 
road transportation was present to be 
superseded by the Interstate Com- 
merce Commission. In the field of 
utility regulation, on the other hand, 
a most elaborate regulatory structure 
has been established by the states, and 
far-reaching activity has in fact been 
undertaken by this mechanism. Tra- 
dition alone is not decisive, of course, 
but it is properly an important ele- 
ment in the situation when, as here, it 
has been manifested in an existing, 
functioning control system. 

Nor does one find in the utility field, 
in the same degree or nature, the two 
interests or problems which have com- 


pelled national dominance in railroad 
regulation: (1), the widely recognized 
public interest in a national uniformly 
functioning and synchronized system ; 
and (2), the inevitable unbearable 
rate discrimination resulting from 
state control. 

It seems quite possible and alto- 
gether satisfactory as the matter now 
presents itself to work out our public 
concern in nation-wide utility service 
largely through the instrumentalities 
of the states, singly and through co- 
Operation. Some Federal encourage- 
ment and supplementary control may 
be altogether desirable, but it does not 
impress one as comparable in any way 
to the Federal action demanded in the 
field of the nation’s railroads. 

Discrimination is bound to result 
from any separate state control of 
phenomena affecting more states than 
one, but whereas in the case of rail- 
road rate discrimination the problem 
—involving thousands of separate 
rates—can be handled effectively only 
through an attack, directly, by some 
dominant authority, on the discrimi- 
nation per se, it can be handled very 
effectively in the case of utility rates 
through the agency of direct appeal 
by the utility to the courts to enjoin 
the enforcement of specific rates de- 
monstrably confiscatory. 


QO’ additional interest along the 

same lines—although, again, not 
decisive—is the trend of recent judi- 
cial decisions. 

Those who fear the advent of Fed- 
eral regulation and are apprehensive 
lest the coming of supplementary Fed- 
eral utility control will mean a field of 
activity irrevocably lost to the states, 
may find their fears partially allayed 
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by the position taken by the Supreme 
Court in several proceedings within 
the past three years. Prior to the de- 
cision of the Supreme Court in New 
York Transit Commission v. United 
States, 284 U. S. 360, P.U.R.1932B, 
486, Chairman Fullen of the Transit 
Commission of New York stated, rel- 
ative to the contested assumption of 
jurisdiction by the Interstate Com- 
merce Commission: 

“It is my opinion that this is the most 
flagrant, unwarranted invasion by a subor- 
dinate Federal agency in a field where the 
United States Supreme Court has repeated- 
ly held the state is supreme, 4. e., grade 
crossing elimination; is a direct attack up- 
on the sovereign power of every state in 
the Union; and if sustained by the Supreme 
Court will render almost wholly useless the 
regulatory commissions in the several 
states.’ 5 
The jurisdiction of the Interstate 

Commerce Commission was sustained 
by the Supreme Court in this case; 
none the less, the skies have not fallen, 
and it is significant that the same court 
which here decided adversely to the 
claim of the state has upheld the au- 
thority of the state or denied the pow- 
er of the Federal government in sev- 
eral contemporaneous proceedings, 
viz., the East Ohio Gas Case,® the II- 
linois Bell Case,” the Western Dis- 
tributing Company Case,® the Florida 





5 Address before the annual convention of 
the National Association of Railroad and 
Utilities Commissioners, Richmond, Virginia, 
1931. Quoted in VIII Puszic Uruiries 
FortNnicGHTiy, 596 (November 12, 1931). 

6 Supra, note 1. 

7 Supra, note 3. 

8 Supra, note 2. 


Case,® and the Idaho Power Case.” 


INALLY, when one points with one 

hand to the railroad situation, he 
must, to be genuinely consistent, point 
with the other to the telephone indus- 
try (where powerful forces would 
seem to dictate a substantial measure 
of centralization) and concede that al- 
though the Federal government has 
been in the field since 1906, it has at 
no subsequent time given the slightest 
evidence of an inclination to usurp 
the position of the states. 

It will be best, however, to drop 
both hands and, forgetting analogies, 
turn to a careful substantive analysis 
of the essential factors involved. Such 
analysis will probably disclose room 
for supplementary and supporting ac- 
tion; but for the most part, I believe, 
it will demonstrate that throughout 
the field of utility rate, service, secu- 
rity, and accounting control, the states 
individually and in codperation will 
continue long to be the preéminent au- 
thority. 


NE final word. I have spoken of 

the capacities of the states and 
the Federal government to deal effec- 
tively with specific regulatory situa- 
tions. There are also what I may 
term “circumstantial” factors—con- 
siderations not present inherently, but 





9 Florida v. United States (1931) 282 U. S. 
194, 75 L. ed. 291. 

10 Utah Power & oe oo v. Pfost (1932) 
286 U. S. 165, 76 L. ed. 1 


7 


marks off a certain area of control to be exercised 


q “THE Commerce Clause of the Constitution, as interpreted, 


as the states may desire in the absence of Federal action, 
the latter to be dominant when (if) resorted to.” 
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arising out of situations peculiar to 
given states, and largely within the 
control of the state legislatures and 
commissions—which may render a 
state impotent to deal adequately with 
the problem of utility control. These 
factors should not be decisive in de- 
termining the boundary between state 
and Federal action, but they do in fact 
largely influence the public mind. The 
moral is that state commissions should 
be on the alert to make the fullest and 
most intelligent use possible of the 
powers of which, under the existing 
governmental set-up, they are now 
possessed. 

To some considerable extent the ul- 
timate position to be occupied by the 


states will depend upon the commis- 
sions themselves. In the last analysis 
the issue as to the prominence of the 
states may very well come to be deter- 
mined not so much by resolutions and 
exhortations, or by the abstract politi- 
cal philosophy of the Supreme Court, 
as by the record of demonstrated per- 
formance by the states in discharging 
the task which called them originally 
into the fray. 

Effective regulation by the states 
within the large area now committed 
to their control should prove far more 
potent than frantic protests, in fore- 
stalling an unnecessary and unwel- 
come invasion by the national govern- 
ment. 








Interesting Items about the Telephone Utilities 
THERE are 35,057,669 telephones in the world, according to the latest 


survey. 
« 


* 


GerMAny has 4.8 per 100 inhabitants, Great Britain 4.5, and France 
2.9; in all of these countries the telephone services are operated by the 


government. : 


* 


Or the world’s telephones, 56.2 per cent are in the United States, 31 
per cent are in Europe, and the remaining 12.8 per cent are distributed 


in all other countries. x 


+ 


San Francisco has more telephones than any city of the world, with 
a total of 39.1 instruments per 100 inhabitants; Washington, D. C., is 
second, with 33.4, and Stockholm, Sweden, is third with 31.7. 


* 


* 


Tuere are 15.8 telephones per 100 inhabitants in the United States; 
13.1 per 100 in Canada, 9.1 in Denmark, 9.9 in New Zealand, and 9.1 
in Sweden—representing the five leading telephone-users of the world. 
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A Revolutionary 


Principle 


of Rate Making 


The broad significance of the Senate 
Amendment to the Railroad Bill 


During the last twenty years no liberal has had { 

anything pleasant to say about cost-of-reproduction 

principle; it was regarded as outrageous. Now it 

seems that the reproduction cost theory is not so 

bad after all—provided it produces a high rate base 
and consequently low rates. 


By HENRY C. SPURR 


NEw legislative principle of rate 
A making has been suggested. 
The Senate stood for it, but 

the House did not. 

When the emergency railroad trans- 
portation act was under consideration 
in the Senate, the following amend- 
ment was offered by Senator Norris: 

“Provided, That no such rate shall be 
greater than will be sufficient to produce 

a fair and reasonable return upon the pru- 

dent investment in the property, less depre- 

ciation, or upon an investment necessary 
to reproduce the property.” 

To the average reader this language 
would appear ambiguous. It might 
allow the rate-making commission 
some discretion. Such, however, was 
not the intention of its author. In ex- 
plaining how the amendment would 
clear away any difficulty in applying 
the prudent investment and reproduc- 
tion theories of rate making, Senator 


produce the property. If the cost of ma- 
terial and labor is less than when the prop- 
erty was constructed, then the opposite is 
true. It is not unfair, as I look at it, to 
prohibit the making of a rate not in con- 


° formity with the provisions of the amend- 


ment. In other words, if a railroad were 
built twenty-five years ago at a cost of 
$25,000,000 and we were now fixing a rate 
and found that at the present time it would 
cost $50,000,000 to reproduce it, it would 
follow, it seems to me, that if those who 
own the railroad should get a return upon 
$50,000,000 investment they would be getting 
a return entirely out of proportion to the 
investment which they had made originally. 
On the other hand, if a railroad built twenty 
years ago has gone down so that its present 
value is less than what it originally cost, 
if it originally cost a to build it, 
and it is now worth only $25,000,000, the 
people of the country who have to use the 
railroad ought not to be required to pay a 
rate or charge that would bring a return 
on a greater amount than the present value 
of the railroad. It would never do an in- 
jury, it seems, to any one to couple the two 
together, as I have done in this amendment. 
It would also bring a fair return if the 
principle were properly applied. Personally, 
I cannot see any objection to limiting the 
rate of return to a combination of those 
two principles.” 


Norris said : Spee Dill, who was in charge of 


“Tt seems to me, Mr. President, the ad- 


the bill, asked for further ex- 


justment of rates upon either one of these 1 ‘ A ibl ae 
theories, standing alone, might get us into P anation. ny possibie contusion as 


difficulty and bring about an unfair rate. to the meaning of the amendment was 
When the value of materials and labor and : : . 

other things necessary to go into the build- cleared up in this way, according to 
ing of a railroad is on the increase and the record: 


is higher than it was when the investment 
was made, naturally it is to the interest of 
the carrier company to be able to get a 
return upon the necessary investment to re- 
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“Mr. Dit. I have just read the Senator’s 
amendment and should like to understand 
it clearly. I am not clear as to what the 
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Senator’s purpose is. . . Do I under- 
stand that he means to allow the commis- 
sion the alternative of selecting which basis 
it will take or that it must take? 

“Mr. Norris. Oh, no. As I understand, 
the amendment does not do that. The com- 
mission must take the one that is the least. 
It cannot be more than this; it cannot be 
more than that. It cannot be more, in 
other words, than a return on the repro- 
duction value; and it cannot be more than 
a return on the investment in the property. 

“Mr. Dit. That is what I want to have 
made clear; and if that is the Senator’s 
meaning, I have no objection to the amend- 
ment.” 

The amendment was then agreed to 
without debate. It did not get into 
the bill, however, as the House failed 
to endorse it and as it was left out of 
the conference report. But the fact 
that such an amendment got by with- 
out debate in the Senate makes it of 
considerable interest. What is tried 
without success in one session of Con- 
gress may be tried again with the hope 


of a different outcome. 


onanges Norris said that his pro- 
posal to force the regulatory au- 
thorities to adopt at any given time 
whatever rate base favors the rate- 
payers is a new principle in rate 
making. It would, indeed, seem to be 
a brand new idea. If it has previously 
been entertained by others, it has not 
been given wide publicity. 

Briefly stated, the rate base situa- 
tion up to the time of the Norris 
amendment was this: 

Back in 1898, when values happened 
to be low compared with cost of rail- 
road property or investment, the rate- 
payers urged that railroad earnings 
should be limited to a fair return on 
the present value of their property 
measured by the cost of reproduction; 
that it should not be based either on 
investment or capitalization. The Su- 
preme Court held that the return 


should be based on the fair value of 
the property. The ratepayers were, 
therefore, successful in their case ex- 
cept that the Supreme Court did not 
go so far as to hold that present value 
should be measured by the cost of 
reproduction as the ratepayers had 
demanded. 

Later, when values happened to be 
high compared with investment, the 
ratepayers shifted their position. They 
then insisted that railroads and all 
other utilities should be held down to 
a fair return on the prudent invest- 
ment in their property. 

The railroads have, of course, also 
changed front on the rate base ques- 
tion. This could easily be explained 
so far as they are concerned, on the 
ground of self-interest. Some critics 
have also suggested that the change of 
view on the part of the ratepayers and 
the so-called liberal school of publicists 
who have supported them was also 
due to expediency rather than to ad- 
herence to lofty ideals. But this is 
really unfair criticism, as applied to 
them. In the first place it must be re- 
membered that a new generation has 
arisen since William Jennings Bryan 
made his famous argument in the case 
of Smyth v. Ames for the adoption 
of the cost-of-reproduction theory. 
This new generation of liberals cannot 
be bound by views of an older genera- 
tion of the same school. Present-day 
liberals cannot be charged with in- 
consistency because they have differed 
from their forbears. The fact that a 
former generation of liberals stood 
for cost of reproduction when values 
were low and a later generation for 
prudent investment when values were 
high is perhaps an unfortunate cir- 
cumstance but that fact should not be 
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taken as evidence that the ratepayers 
and their champions are inspired sole- 
ly by self-interest. 


HE present generation of liberals 

has had more experience with 
regulation than the older generation 
had. That does not mean that the 
ideals of the older generation were 
any the less commendable than those 
of the present generation. It might 
be said that it was merely the judg- 
ment of the older generation of liber- 
als owing to their limited experience, 
that was bad. The fact that this 
change of view on the part of the 
ratepayers and their liberal supporters 
happens to have coincided with their 
self-interest is not conclusive evidence 
that they are governed solely by self- 
interest. It may, after all, have been 
merely a coincidence. 

This, as has been stated, was the 
situation up to the time of Senator 
Norris’ amendment. It has been the 
position of the present-day liberals 
that the earnings of all utility compa- 
nies should be based on the prudent 
investment in their property. It has 
been argued again and again, that this 
is the only fair method of rate making. 
To allow a return on the present value 
of utility property, and especially pres- 
ent value as measured by the cost of 
reproduction, has been declared to be a 


most flagrant example of corporate 
greed. It has provoked such indigna- 
tion on the part of some of the regu- 
latory authorities that they have re- 
fused to allow a present value rate 
base, notwithstanding the law has 
long been established that utilities are 
entitled to earn a fair return on the 
present value of their property. 


D URING the last twenty years, up 
to the time of the Norris amend- 
ment, no liberal had anything pleasant 
to say about cost of reproduction. It 
was regarded as outrageous and as in- 
defensible either from the standpoint 
of economics or morals, if, indeed, not 
actually wicked. 
' Now it seems if Senator Norris 
speaks with authority for his group 
that the reproduction cost theory is 
not so bad after all. It is objection- 
able only when it produces a high rate 
base. Whenever its application results 
in a low rate base, Senator Norris 
would give it the right hand of fellow- 
ship. 
This will come with something of 
a shock to those who have been led 
to believe in the abstract virtue of the 
prudent investment theory and in the 
inherent depravity of the reproduction 
cost theory. Can it be true that 
whether these theories are good or 
bad, fair or unfair, depends not upon 


e 


could be obtained for a congressional rule of rate making 


q “It is hard to believe that in normal times enough support 


limiting the earnings of railroad companies in periods of 
high values to the prudent investment of their property, 
and in periods of low values to the reproduction cost of 
the property, even if such legislation were constitutional. 
If support for such legislation could be obtained, it would 
have to be by strong-armed methods alone.” 
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their own virtues or vices, but upon 
who happens to advocate them at any 
given time? It would be asking too 
much of even an antiutility, antiregu- 
lation fan to believe that. 


H* Senator Norris then in a mo- 
ment of enthusiasm been caught 
off his guard? Has he accidentally 
let the cat out of the bag? Is it pos- 
sible that what Senator Norris and 
the group he represents (assuming 
that he also speaks for them in this) 
are really interested in low utility 
rates, and nothing else, however 
charmingly they may talk about fair 
rates, high ideals of social justice, and 
the sinfulness of greed on the part of 
investors in privately owned utilities? 

It would be hard to explain such a 
proposal in any other way, however 
inclined one might be to give them the 
benefit of every possible doubt. 

Senator Norris’ amendment, al- 
though not carried into the law, is, 
therefore, illuminating. It tends very 
strongly to show that the group for 
which he has been an acknowledged 
champion is after all quite human, no 
better or no worse than the average 
run of ordinary people. This may be 
surprising to those who are young and 
inexperienced in the ways of the 
world, but not to those who have ac- 
quired wisdom from long first-hand 
experience and accurate observation. 

The significance of this “new prin- 
ciple of rate making” will perhaps be 
better appreciated by assuming it to 
have been urged by the utilities, but 
so changed as always to work to their 
advantage. Such an amendment 
would read: 


“Provided, that no such rate shall be less 
than will be sufficient to produce a fair 
and reasonable return upon the prudent in- 


vestment in the property, less depreciation, 

or upon an investment necessary to repro- 

duce the property.” 

Say this amendment were proposed 
by Senator X. No Senator, of course, 
would be likely to present such an 
amendment on behalf of the railroads; 
but let us assume for the purpose of 
the illustration that such an amend- 
ment were actually offered by Senator 
X. Senator X, arising to explain his 
amendment, would probably say: 

“When values rise, all business men profit 
thereby, and so should the railroads; but 
that when values fall, the railroads, having 
been required to make investments for the 
benefit of the public, should receive a rea- 
sonable return on the actual investment in 
their property.” 

Let us assume that Senator Norris, 
instead of Senator Dill, were in charge 
of the bill and asked for further ex- 
planation. The colloquy might be as 
follows: 

Mr. Norris. “I have read the Senator’s 
amendment and should like to understand 
it clearly. He says the return is to be on 
prudent investment or reproduction cost. 
Do I understand he means to allow the com- 


mission the alternative of selecting which 
base it will take or that it must take?” 


Senator X. “Oh no. As I understand 
the amendment does not do that. The com- 
mission must take the one that is highest. 
It cannot do less than this; it cannot be less 
than that. It cannot be Jess, in other words, 
than a return on the reproduction value; 
and it cannot be Jess than a return on the 
investment in the property.” 


Following such an explanation, can 
anyone imagine such a statement by 
the Senator from Nebraska as this: 

Senator Norris. “That is what I want 
to have made clear, and if that is the 


Senator’s meaning I have no objection to 
the amendment.” 


} + is not hard to guess what Senator 
Norris’ reaction to such an applica- 
tion of his new principle of rate 
making would be. His remarks would 
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The Demand for Low Rates—Regardless of Principle 


ce HE Senate amendment to the railroad act appears to 

show not only complete change of attitude toward re- 
production cost, but goes much further in that it proclaims in 
effect that fair treatment of ratepayers demands low rates 


regardless of principle. 


The question to be decided at 


any specific time is what theory will produce the lowest rate 
base and consequently the lowest rates.” 





be far from complimentary to the rail- 
roads. One can also assert with rea- 
sonable confidence that such an amend- 
ment would not have been adopted 
without debate or division by the Sen- 
ate. Yet, as far as principle is con- 
cerned, there is no difference between 
the two amendments. 

The importance of this episode in 
the Senate lies in the fact that Senator 
Norris has taken the stand as a good 
character witness for the cost-of-re- 
production theory. When added to 
the testimony of William Jennings 
Bryan, a good character witness of 
another generation, for the same 
theory, it should carry considerable 
weight in the court of liberal public 
opinion. It is true that these influen- 
tial witnesses have given the cost-of- 
reproduction theory a certificate of 
good character only during periods of 
low costs and values; but it is some- 
thing to know that cost of reproduc- 


tion, if wicked at times, is not abso- 
lutely incorrigible. 

Previous to Senator Norris’ new 
principle of rate making no one had 
ventured to assert that the rate base 
should be shifted from prudent in- 
vestment to value or reproduction 
cost, as the case demands, in order to 
produce the lowest possible rate. 
Those who have entered the lists in 
recent times as champions of social 
justice have denounced reproduction 
cost on principle. 


HE Senate amendment to the rail- 

road act appears to show not only 
complete change of attitude toward 
reproduction cost, but goes much fur- 
ther in that it proclaims in effect that 
fair treatment of ratepayers demands. 
low rates regardless of principle. 
There must be no slavish adherence to- 
any theory. The question to be de- 
cided at any specific time is what 
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theory will produce the lowest rate 
base and consequently the lowest rates. 
Valuations of utility property would 
still be necessary, but only for the pur- 
pose of determining whether values 
have fallen below costs. If the cost 
of reproducing the property were 
shown to be more than the prudent 
investment in it, the valuation could 
be disregarded. On the other hand, 
if the reproduction cost were shown to 
be less than actual cost, the valuation 
would be material. 

Under this new theory of rate 
making railroads and utility compa- 
nies would be required, in building 
plants and in making extensions and 
betterments in order to fulfil their 
obligations to the public, to take the 
risk of falling values, while they 
would be denied any compensating ad- 
vantage arising from increases in 
values. In other words, according to 
this new legislative principle of rate 
making, as stated, the goal does not 
seem to be fair rates, but low rates— 
a form of social justice which is quite 
novel in the field of regulation. 


iy the famous argument of William 
Jennings Bryan in the case of 
Smyth v. Ames,’ in which he asserted 
that the present value of the roads as 
measured by the cost of reproduction 
should be the basis upon which profit 
is computed, he said among other 
things : 

“The ordinary business man cannot avail 
himself of watered stock or fictitious capi- 
talization, nor can he protect himself from 
falling prices. If his property rises in 
value, he profits thereby; so do the owners 
of a railroad under similar conditions. If 
his property falls in value, he loses thereby ; 


so must the owners of a railroad under 
similar conditions unless it can be shown 


1169 U. S. 466, 42 L. ed. 819. 





that railroad property deserves more pro- 

tection than other forms of property.” 

Mr. Bryan, of course, did not say 
that the railroads should profit by 
rising values. But such a belief is 
strongly implied in his argument. His 
point was that railroads should be 
treated like other business enterprises. 
Profiting from rises in value, they 
should take their medicine like other 
business men in times of falling values. 
He did not say that railroads should 
be treated like other business enter- 
prises when values were low and not 
like other business enterprises when 
values were high. But that was the 
view of the liberal school of another 
generation. Railroads, although then 
regulated by the government, were 
still regarded as business enterprises 
subject to the vicissitudes of business, 
their stockholders and bondholders en- 
titled to constitutional safeguards of 
property rights which were supposed 
to have been set up for the protection 
of all citizens, the poor as well as the 
rich, the rich as well as the poor, the 
owner of stock in a railroad as well as 
the owner of stock in any other busi- 
ness enterprise, and the owner of a 
public utility as well as the owner of 
a farm or a cottage. 


HE theory of some of the modern 
schools of political thought ap- 
pears to be that a bondholder or a 
stockholder in a railroad or utility 
company has devoted his property to 
a business which is a function of the 
government ; and that the government, 
therefore, may do what it pleases with 
that business, Constitution or no Con- 
stitution. 
Still it is hard to believe that in 
normal times enough support could be 


265 











PUBLIC UTILITIES FORTNIGHTLY 


obtained for a congressional rule of 
rate making limiting the earnings of 
railroad companies in periods of high 
values to the prudent investment of 
their property, and in periods of low 
values to the reproduction cost of the 
property, even if such legislation were 
constitutional. If support for such 
legislation could be obtained, it would 
have to be by strong-armed methods 
alone. It could be justified only on 
the ground that anything which helps 
the ratepayers or hurts the railroad is 
fair. Philip, sober, would hardly 
stand for that. 

Anyway, it would require a consti- 
tutional amendment to pave the way 
for the validity of legislation of that 


kind. Under our present Constitution . 


an act of Congress prescribing either 
a prudent investment rate base or a 
reproduction cost rate base would be 
as futile as an act of a town board 
limiting the size of the army and navy. 


HERE are some things, as long as 

the Constitution stands, that even 
Congress cannot do. One of them iz 
to take the property of citizens with- 
out due compensation. The Supreme 
Court, the interpreter of the Constitu- 
tion, has held by a long series of deci- 
sions that utilities are entitled to a rea- 
sonable return on the present value of 
their property. Congress cannot es- 
tablish a different rule because the Su- 
preme Court’s interpretation becomes 
a part of the Constitution. Congress, 
as well as everybody else, is bound by 
the fundamental law of the land. 


The safeguards to personal and 
property rights in the Constitution 
were insisted on by liberals or radicals 
at the time of its ratification. These 
safeguards are binding on the liberals 
of the present day in and out of Con- 
gress. 

It is, of course, possible that the 
Supreme Court may reverse its inter- 
pretation of the Constitution in re- 
spect to property rights of utility 
stockholders, but it is hardly conceiv- 
able that it would hold that railroad 
and utility companies can be limited to 
a return on prudent investment when 
values are high and on reproduction 
cost when values are low. That would 
certainly be true in normal times. 

How far freedom of the individual 
and protection of his life and prop- 
erty rights supposed to have been safe- 
ly guaranteed by the Constitution may 
be infringed, on the plea of an eco- 
nomic emergency, remains to be seen. 
If the emergency passes quickly, it 
may not soon be raised. But sooner 
or later it is bound to come up because 
emergency is a very elastic term and 
is quite likely to be evoked in the 
future by those who believe that our 
old ideas of individual freedom are 
out of date and who, therefore, chafe 
at the restraints put in the Constitu- 
tion by the radicals of another genera- 
tion. 

Nothing, in the Constitution itself, 
however, indicates that any of its safe- 
guards may be suspended during an 
emergency caused by an economic de- 
pression. 





Propaganda in the Congressional Record 


What a critical survey of one month’s issue of the official organ of Uncle Sam’s legis- 
lative body reveals to a citizen—and a taxpayer; particularly and specifically as applied 
to the public utility industry. In a coming issue of Pustic Utitities FortNIGHTLY. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Grorce W. Norris 
U. S. Senator from Nebraska. 


Gen. HucH S. JoHNson 
National Recovery Administrator.” 


Epwarp B. MATHEWS 
Professor, Johns Hopkins 
University. 


Arex Dow 
President, Detroit Edison 
Company. 


ArTHUR HUNTINGTON 
Public utility official. 


GrorceE CREEL 
Journalist and publicist. 


DonaLp RICHBERG 
General Counsel, N.I.R.A. 


Jupson Kinc 
Director, National Popular 
Government League. 


—MOoNTAIGNE 


“The main opposition to the St. Lawrence project 
comes from the power trust.” 


Sd 


“It is probably true that a purely intrastate utility 
could not be regulated by a Federal law.” 


¥ 


“I believe government control of some sort in the 
operation of our mineral resources is bound to come.” 


* 


“We are coming into a period in which we shall be 
more outspoken as a utility industry and as parts of 
the industry.” 

* 


“It is easier for the government to levy taxes to pay 
the interest on the large investment necessary to build 
a hydro plant than it is to earn the money by operations 
with which to pay labor and buy coal.” 


¥ 


“Many railroad lines were built for no other purpose 
than blackmail, and the present effort to earn a return 
on this superfluous mileage is largely responsible for the 
railroad clamor for higher rates.” 


5 


“Unless industry is sufficiently socialized by its private 
owners and managers so that great essential industries 
are operated under public obligations appropriate to the 
public interest in them—the advance of political control 
over private industry is inevitable.” 


* 


“The progress of justifiable rate reduction would 
no doubt be speeded up if consumers were aware that 
a simple, effective method of determining honest electric 
rates has recently been developed, the legal soundness 
of which has been affirmed by the United States Supreme 
Court. There is need for an explanation of this new 
technique for the benefit of those who are in rebellion 
against excessive electric charges and want to know 
what to do and how to do it.” 
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Recent Revampings of 
the State Commissions 


The “New Deal,” initiated by the present Administra- 
tion, has—naturally enough—brought about many 
political changes; some of these re-alignments have 
affected the plans, policies, and personnel of the state 


regulatory bodies. 


The outstanding features of these 


changes are presented in the following article. 
By HUBERT R. GALLAGHER 


to such national utility problems 

as railroad codrdination, the 
Muscle Shoals-Tennessee River De- 
velopment, and Federal control of the 
oil industry that sweeping changes in 
the regulatory commissions of a num- 
ber of states have passed almost un- 
noticed. Indeed, in recent months 
public interest has been centered more 
on conservators and coordinators than 
on public utility commissioners. 


S’ much attention has been given 


wes survey recently 
made by the American Legisla- 
tors’ Association with the cooperation 
of the Commerce Clearing House in- 
dicates that 62,000 bills were intro- 
duced in the forty-five state legisla- 
tures meeting this year, and that some 
7,000 of these measures became law. 
Although relatively few of the laws 
enacted applied to public utilities, 
nevertheless those acts relating to 


changes in the commissions them- 
selves are as far-reaching in scope and 
probable future effect as have ever 
been enacted. At least the delibera- 
tions of the state legislatures were of 
very great importance to the public 
utility commissioners of Arkansas, 
Michigan, Missouri, Montana, Ne- 
braska, Ohio, and Tennessee, where 
bills seeking to abolish the regulatory 
commission were introduced. At the 
same time measures creating public 
utility commissions were proposed in 
Delaware—the only state without a 
regulatory body—and in Mississippi, 
which is one of the seven states whose 
railroad commission has no jurisdic- 
tion over other public utilities. All of 
these measures have subsequently 
failed of passage. 

These were only a few of the pro- 
posals considered by the 7,000 state 
legislators meeting this year, and al- 
though the final record cannot be writ- 
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ten until the seven legislatures which 
remain in session adjourn; develop- 
ments have been in the following di- 
rection : 

Legislation recently enacted either 
reflects current economic unrest, and 
is thus for the purpose of effecting 
savings in the cost of state govern- 
ment, or, on the other hand, is aimed 
at correcting abuses where, as one 
state law alludes, “rates are not what 
they should be.” In addition, legis- 
lation which was enacted for a politi- 
cal motive must not be overlooked. A 
survey of the newly enacted public 
utility statutes discloses a number of 
unusual changes, particularly from the 
standpoint of legislation directly af- 
fecting the makeup of the commis- 
sions. 


OR instance, a recently enacted stat- 
ute in Arkansas would increase 
the effectiveness of regulation in that 
state by abolishing the railroad com- 
mission, the office of commissioner of 
conservation and inspection, and the 
tax commission, and creating in their 
place a corporation commission com- 
posed of three members appointed by 
the governor with the consent of the 
senate and holding office at the pleas- 
ure of the governor. Members of this 
commission will receive a yearly sal- 
ary of $3,600. 

Although the corporation commis- 
sion will take over a majority of the 
duties of the old railroad commission 
under the act, the inspection of feed 
and fertilizer and of petroleum oils 
and products will devolve on the state 
commissioner of revenue, and in addi- 
tion, certain powers once vested in the 
railroad commission will in the future 
be vested in the state bank commis- 


sioner. The corporation commission 
will, nevertheless, have a multitude of 
functions to perform, so many in fact 
that the legislature has created a fact- 
finding tribunal to assist the corpora- 
tion commission. 

To the writer’s knowledge, the fact- 
finding tribunal is a newcomer in the 
regulatory field. It is to be hoped that 
the advent of this body will fulfil the 
long-felt need for research divisions 
in state commissions. New York at 
present is the only state to recognize 
the need for such a division. This 
tribunal is created for a period of four 
years as a bureau of the corporation 
commission. It will be composed of 
three members appointed by the cor- 
poration commission, subject to the 
governor’s approval, and serving at 
his will. According to the provisions 
of the law: 

“One shall be a skillful lawyer, one an 
bo engineer, and one an expert account- 

The salary of the members of this 
tribunal will be $5,000. 

The law also provides that the tri- 
bunal shall have power to investigate 
and make a finding of all facts enter- 
ing into the basis of rates of public 
utilities. These investigations may be 
made at the insistence of any city or 
town council, any utility, or the cor- 
poration commission. A broad grant 
of power is given to this body to sub- 
poena witnesses, records, and to exam- 
ine physical properties. Furthermore, 
the utilities must file statements with 
the tribunal showing the amount of 
outstanding bonds, stock, and indebt- 
edness, in addition to operating state- 
ments, and all inter-company con- 
tracts. 

The financing of this agency is pro- 
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vided for in the following manner: 

Each utility must file a sworn state- 
ment showing its gross earnings from 
property for the preceding year, and 
it is required to remit $2 for each 
$1,000 of such gross earnings as a fee 
for the fact-finding facilities afforded 
by the act. In order to make sure that 
all utilities pay this assessment, power 
is given the tribuna! to check the in- 
come tax returns against the utility’s 
gross income. ‘The act carries a pen- 
alty of 2 per cent per month for fail- 
ure to pay the amount due. 

Thus Arkansas becomes the thirty- 
fifth state in which some, or all, of the 
expenses of regulating public utilities 
are paid by the companies regulated. 
At the same time, Arkansas becomes 
the third state to employ a public de- 
fender to aid in the prosecution of the 
public’s interest. This legal assistance 
is furnished by the lawyer member of 
the tribunal to any city, town, or to the 
corporation commission in any litiga- 
tion involving the reasonableness or 
validity of any rate based on a finding 
of facts made by the tribunal. It is 
estimated that a staff of twelve will be 
needed to assist the tribunal in carry- 
ing out what is known as Act 72 of 
the Laws of 1933. In this connection, 
it should be pointed out that in 1930 
the total staff of the Arkansas Rail- 
road Commission numbered but seven- 
‘ teen. If an increase in a commission’s 
staff means better regulation, Arkan- 


sas will have it, and the utilities will 
pay for it. 

HE corporation commission of 

Arkansas is not the only agency 
requiring the assistance of special ex- 
perts to aid in the enforcement of the 
regulatory codes. The plight of the 
oil industry has forced the corporation 
commission of Oklahoma to appeal for 
additional assistance in handling the 
problem of oil conservation in that 
state. So critical has the situation be- 
come with oil selling as low as 25 cents 
a barrel in the Oklahoma and Texas 
fields, and in some cases at 4 cents a 
barrel, that the legislature of Okla- 
homa has recently enacted a compre- 
hensive statute to prevent the waste 
of crude petroleum and natural gas by 
regulating all producers, purchasers, 
and common carriers of crude oil. 
The provisions of this act, of most in- 
terest from the standpoint of commis- 
sion regulation, are those sections 
which create the offices of proration 
attorney under the corporation com- 
mission. By the terms of this act the 
corporation commission has the au- 
thority to define and prohibit the waste 
of crude petroleum and natural gas, 
and: 


“ . . provide for ratable and equitable 
taking thereof from common sources of 
supply. . . . The offices of proration 
umpire, assistant proration umpire, and pro- 
ration attorney are created for the enforce- 
ment of this act.” 


The proration umpire and assistant 


e 


field. It is to be hoped that the advent of this body will 


q “THE fact-finding tribunal is a newcomer in the regulatory 


fulfil the long-felt need for research divisions in state com- 
missions. New York at present is the only state (except 
Arkansas) to recognize the need for such a division.” 
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proration umpire are required to have 
had at least seven years practical ex- 
perience in the production of oil. To 
further assure the selection of able 
men the salaries of proration umpire 
and proration attorney will be $6,000. 
The act also provides for the employ- 
ment of thirty deputy proration um- 
pires of whom not less than two thirds 
shall have had five years’ experience 
in the production of oil. 


HE public service commission of 

Kansas also fell by the wayside 
with the enactment of Senate Bill 613 
by the legislature of that state. This 
measure creates a corporation com- 
mission and transfers to it “all juris- 
diction existing in the public service 
commission, and all jurisdiction and 
power of the charter board and com- 
missioner of banking with reference 
to speculative securities.” 

Like the former members of the 
public service commission, the three 
corporation commissioners will be ap- 
pointed by the governor to serve 
4-year terms. But as is so often the 
case when the legislature imposes new 
duties with increased responsibilities 
on a commission, an augmented staff 
to administer the law, and adequate 
compensation commensurate with the 
increase in work, are not forthcoming. 
In fact, the contrary seems true for 
the salaries of the three commissioners 
have been reduced from $4,500 to a 
flat $3,000 yearly. Indications are 
that the measure enacted was in line 
with Governor Landon’s rigid econ- 
omy program. 


MEASURE somewhat similar to 
those enacted in Arkansas and 
Kansas and one of the most radical 


economy measures to come before any 
legislature, was the controversial Bu- 
ford public utility bill in Missouri, 
which would have substituted a com- 
merce commission for the public util- 
ity commission, the oil inspection de- 
partment, and the grain and ware- 
house department. Happily or un- 
fortunately, whichever way one hap- 
pens to look at it, Governor Park 
vetoed the bill. 


A PUBLIC utility measure that re- 
ceived the full approval of Gov- 
ernor McNutt of Indiana was the 
recently enacted Chapter 93 of the 
Public Service Commission Acts of 
1933. Chapter 93 does away with the 
5-member commission and creates in 
its stead a 3-member commission. The 
members of this commission will serve 
four years rather than six, and will 
receive a yearly compensation of 
$6,000. Indiana, at the same time, 
joins the ranks of those states which 
have a public counselor. Under the 
terms of the act the public counselor 
will be appointed by the governor and 
hold office at his pleasure. This meas- 
ure was favored by the Indiana 
League of Municipalities and others 
who desired a new deal in utility regu- 
lation. However, Governor McNutt, 
heeding the cries of deserving party 
workers, has appointed a commission 
experienced in politics, but lacking in 
other qualifications. 

While the movement continues in 
the direction of adding to the work of 
the commissions by transferring to 
them such functions as the regulation 
of securities, tax administration, and 
general corporation regulation, there 
is also a-trend in the direction of de- 
creasing the number of members on 
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t 
Some of the New Duties Imposed upon I 
the State Commissions: c 
CN addition to the regulation of 
public utilities, other functions 
have been imposed upon the commis- y 
sions; numbered among these functions ( 
have been the chartering of banks; the : 
control of speculative securities; the t 
regulation and inspection of granaries ‘ 
and warehouses, and even the conserva- t 
tion of natural resources. Without 
doubt most of these measures were en- 
acted to effect savings in the costs of 
state government.” 
the commission by substituting a ed by the governor. One of these will 
single-headed regulatory agency for hold office until January, 1935, and t 
the present system of commission the other until January, 1937. Ac- c 
regulation. cording to the act, associate commis- F 
sioners shall sit in “all matters, con- ( 
HE adoption of the one-man _ troversies, or proceedings where the f 
commission by Oregon in 1931 amount involved shall exceed $3,000.” t 
was hailed as a distinct experiment. Compensation for the associates shall P 
Although the success of the single be $25 per day and expenses while en- t 
commissioner idea is questioned by gaged in hearings, but not exceeding 
some, their distrust of the plan was $1,800 per year. The commissioner t 
not enough to prevent the legislatures — shall occupy the offices of the corpora- 1 
of North Carolina or South Dakota tion and securities commission. It is t 
from abolishing their 3-member com- thought that this law was enacted as I 
missions for single-member bodies. a political measure to enable the gov- ‘ 
In North Carolina, Senate Bill 93, ernor to dispose of the present com- C 
ratified March 9th, abolishes the cor- mission with the minimum amount of F 
poration commission and creates the effort and protest. There are also i 
office of public utility commissioner those in North Carolina who are far r 
who is to be appointed by the governor from satisfied with regulatory process- y 
to hold office until January 1, 1934, es in that state. t 
at which time the elected commission- P 
er will begin a 4-year term of office. eee Dakota not only has abol- r 
The salary for this office is $4,500. ished its railroad commission for P 


Of special interest is that section of 
the law which provides that two asso- 
ciate commissioners are to be appoint- 


the one-man commission, but has also 
changed the method of selection from 
election to appointment, thus becoming 
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the twenty-eighth state to favor this 
method of selecting its public utility 
commissioners. The single commis- 
sioner will be appointed by the gov- 
ernor with the consent of the senate 
for a 6-year term commencing Janu- 
ary, 1934, and will draw a yearly 
salary of $3,000. As is the general 
custom in the smaller states, the at- 
torney general will handle all legal 
matters. Furthermore, the law con- 
tains this interesting departure’: 
“It shall be the duty of the state’s at- 
torney of any county in which suit is in- 
stituted or prosecuted, to aid in the prosecu- 


tion of same upon request of such commis- 
sioner or attorney general.” 


EGULATORY changes in the Far 
West have been enacted more in 
the interests of economy than for 
other reasons. An example, imme- 
diately at hand, is the new Colorado 
Code Bill which reorganizes the state 
government by creating six adminis- 
trative departments : executive, finance 
and taxation, auditing, law, educa- 
tion, and state. 

Under paragraph five of this law 
the public utility commission is placed 
under the jurisdiction of the Depart- 
ment of Law, which is the fourth de- 
partment under the Code Bill. Divi- 
sions and offices of the department 
of law are: (1) Legal affairs; (2) 
division of securities; (3) public util- 
ity commission; (4) legislative refer- 
ence office; (5) division of commerce. 
Aside from this structural change in 
the state government, an interesting 
scrap is being waged between Govern- 
or Johnson and the senate over the 
confirmation of Otto Bock—recently 
appointed to fill Worth Allen’s place 
on the commission. At first confirmed 
by the senate, and the confirmation 


reconsidered, Mr. Bock at this writing 
has not been inducted into office, al- 
though the prospects for a recess ap- 
pointment are imminent.? 

A somewhat similar dispute arose 
in Pennsylvania, where the Senate ad- 
journed without acting upon three 
nominations which Governor Pinchot 
had made to the state commission. 
Taking the view that this automatic- 
ally lapsed the nominations the gov- 
ernor reappointed two of the nominees 
for the recess term but failed to re- 
name Dr. Clyde L. King, whom he 
had named as chairman in 1932 to 
succeed the late Judge Ainey (re- 
signed ) but with whom he had a bitter 
quarrel over regulatory policy. Dr. 
King brought suit to contest the right 
of C. J. Goodnough, whom the gov- 
ernor had named to succeed him 
(King) to hold office. The state su- 
preme court sustained the govern- 
or’s position and, with the naming of 
a seventh member to complete the 
board, Governor Pinchot emerged 
with a clear majority after three years 
of effort to control the commission 
with his own appointments. 


Aa turnover of major pro- 
portion occurred in Georgia 
where Governor Eugene Talmadge 
(who had already distinguished him- 
self by turning the state highway com- 
mission out of office and then calling 
out the militia to keep them out) held 
hearings on complaints against alleged 
incompetence of the entire Georgia 
Public Service Commission. Under 

1 Note.—The dispute was finally settled by 
the governor appointing Mr. Bock to the 
district court bench and reappointing Mr. 
Allen to the ae og Accepting the 
judge’s appointment Mr. Bock withdrew his 


suit to contest Mr. Allen’s legal right to 
occupy the position of chairman.—Eb. 
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the Georgia law the governor is given 
the sole power of removal and Gov- 
ernor Talmadge exercised it by throw- 
ing out the entire body and swearing 
in five new personal appointments 
who, he said, would “see to it that 
utility rates are reduced” within a 
few hours after his removal order. 
Similar petitions for removal of the 
entire membership of the commissions 
of Michigan and Ohio were pending 
with the respective governors of those 
states but probably will be denied. 


I“ Utah the recently approved Sen- 
ate Bill 136 makes the state engi- 
neer an ex-officio member of the public 
utility commission and terminates the 
terms of the present commissioners. 
Under this act a commission is set 
up composed of one full-time com- 
missioner, one part-time commission- 
er, and the state engineer. The com- 
missioners are to be appointed by 
the governor and will hold office for 
four years. The law provides that the 
two appointed commissioners shall be 
of different political parties. The 
salary of the full-time commissioner 
will be $3,500, and the part-time com- 
missioner shall receive $10 per day 
for time devoted to his duties, but not 
exceeding $2,000 per year. The state 
engineer by the terms of this act will 
perform such duties as are required 


e 


by law of the public utility commis- 
sioners. 


NOTHER economy suggestion is to 

be found in Massachusetts where 
under Act 76 of the Public Utility 
Acts of 1933 the division of smoke 
inspection in the department of public 
utilities is abolished, although its func- 
tions will be continued by the depart- 
ment on an assessment basis. That 
is, the expense of smoke inspectors 
appointed by the department will be 
apportioned annually to cities and 
towns in the vicinity of Boston in pro- 
portion to their last annual taxable 
valuation. 


HE usual number of legislative in- 

vestigations of public utility regu- 
lation are either underway or are in 
prospect. Among the states in which 
such undertakings have been proposed 
are: 

Arizona, Connecticut, California, 
Illinois, Masachusetts, Nebraska, New 
Jersey, New York, North Dakota, and 
West Virginia. 

In the last-named state a commis- 
sion of five is at present busy scrutin- 
izing the workings of the West Vir- 
ginia Public Service Commission. 


A SURVEY of recent changes in the 
state public utility commissions 
would not be complete without taking 


regulatory agency for the present system of commission 


q “THE trend toward the substitution of a single-headed 


regulation continues. It is thought that the centering of 
commission control in the hands of one man, and the in- 
creased responsibility accruing to such a position will result 
in the governors appointing well-trained and experienced 
individuals to administer the law.” 
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note of those changes resulting from 
political upheaval. The elective sys- 
tems of selecting public utility com- 
missioners which obtains in nineteen 
states results in a small annual turn- 
over of certain commissioners who 
fail to be reélected or renominated. 
This turnover was just a little larger 
this year than usual because of the un- 
usually large shift in national political 
sentiment. 

Furthermore, in addition to the 
drastic changes which were described 
as having taken place in Arkansas, 
Georgia, Kansas, North Carolina, In- 
diana, and North Dakota, the commis- 
sions of Illinois and Pennsylvania 
have been recast. The Illinois changes 
were entirely political because of the 
election of a Democratic governor for 
the first time in many years. The 
reasons for the Pennsylvania shake-up 
are too well known to elicit further 
comment here. 


wo general conclusions from 
these changes in the state com- 
missions are apparent : 

First; the trend toward one type of 
centralization continues, namely that 
of centering all regulation of corporate 
business in a single agency. 

For instance, in addition to the 
regulation of public utilities, other 
functions have been imposed upon the 
commission; numbered among these 
functions have been the chartering of 
banks; the control of speculative se- 
curities ; the regulation and inspection 
of granaries and warehouses, and even 
the conservation of natural resources. 
Without doubt most of these meas- 
ures were enacted to effect savings in 


the costs of state government. How- 
ever, those responsible for changing 
the public utility laws of these states 
evidently believed that the way to 
make utility regulation effective was 
to overwhelm the commissions with 
additional functions without, at the 
same time, increasing the appropria- 
tions or augmenting the staffs of these 
regulatory bodies. The comment 
might well be made that in not one 
of these states is regulation much 
more than “rubber-stamping.” 

The regulation of public utilities is 
a job in itself, and one which requires 
that the activity of the public service 
commission in any state be divorced 
from the regulation of other phases of 
corporate business and limited to the 
regulation of public utilities and com- 
mon Carriers. 

Second; the trend toward the sub- 
stitution of a single-headed regulatory 
agency for the present system of com- 
mission regulation continues. It is 
thought that the centering of commis- 
sion control in the hands of one man, 
and the increased responsibility accru- 
ing to such a position will result in 
the governors appointing well-trained 
and experienced individuals to admin- 
ister the law. There is some reason to 
believe that, at least in the smaller 
states, the one-man commissioner 
might better administer the law than 
three or five untrained persons. 

Possibly the adoption of the one- 
man commission in North Carolina, 
Oregon, and South Dakota reflects the 
spirit of this dictatorial age and points 
to a new era in which the state public 
utility codrdinator will supplement the 
present commission. 
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What Others Think 





How Far Will Government Ownership 
of Utilities Go? 


iT 4 AS soon as the period of emergency 

legislation is over the Roosevelt 
administration will have to make important 
decisions regarding the future of public 
utilities. 

“A crisis has been reached in regulation, 
those who have studied the matter all agree. 
There has been a marked swing toward 
public ownership and operation in the past 
three or four years. It will be necessary 
for the Roosevelt administration to throw 
the weight of its influence into one of two 
movements now under way—that to patch 
up regulation and make it function effec- 
tively or that to rely more and more on 
birch-rod regulation, perhaps to turn to 
public ownership entirely.” 


ae - above passage was written by 
the well-known special correspond- 
ent for the antiutility Scripps-Howard 
press, Ruth Finney, in a recent issue of 
the Knoxville (Tenn.) News Sentinel. 
It typifies what many astute Washing- 
ton observers and many perhaps who 
are not so astute have been predicting 
for a long time; namely, that when, as, 
and if the immediate pressure of emer- 
gency legislation and administration is 
passed, President Roosevelt will have to 
decide what he wants to do with the 
privately owned electric utility industry. 
Will he kill it or cure it? 

Evidence that one group, very influen- 
tial at present in Washington, demands 
nothing less than the head and hide of 
the “power trust” and the whole hog of 
government ownership, daily creeps out 
from behind numerous detailed devel- 
opments in the New Deal. They have 
not always been honest about their ulti- 
mate purpose. Usually they have cov- 
ered it up with sophistries and appeals 
to public emotion. The unfair exemp- 
tion of municipal plants from Federal 
taxation—Secretary Ickes’ sympathy 
for them in passing out Federal funds, 


General Johnson’s demand for increas- 
ing operating costs by private utilities, 
simultaneously with the attempt of the 
War Department to stir up national 
agitation for reduction of their revenues 
—all these factors are separately de- 
fended on this or that ground of imme- 
diate expediency, but the aggregate im- 
port betrays the real purpose of the 
group that has so far directed the Pres- 
ident’s utility policy—“death to the mis- 
creants !” 

Doubtless this policy has for its jus- 
tification the alleged and, in many in- 
stances, proved past wrongdoings of 
the industry. It also has for its ulti- 
mate aim, perhaps, a shifting of our in- 
dustrial centers by the bait of cheap 
government electric power—a program 
that might be hampered by widespread 
private competition. It is interesting to 
note in connection with this desire to 
punish the present owners of private 
utilities for the wrongdoings of those 
rugged individuals of the 1929 era who 
have by this time probably liquidated 
their holdings, unless a worse fortune 
sent them into exile or to the peniten- 
tiary, a passage written by the late pres- 
ident of Yale University, Arthur Twin- 
ing Hadley, during the height of the 
anticorporation agitation engineered by 
another Roosevelt and his Bull Moosers 
a score of years ago: 

“‘Punish predatory wealth!’ was the cry 
that gave force to the Granger movement 
in 1870, when the farmers of the upper 
Mississippi valley were aroused by the mis- 
use of the powers of the railroads to take 
the matter of legislation into their own 
hands and pass drastic laws concerning 
rates. It is this same cry which makes it- 
self heard in ‘Progressive’ parties. 

“But the punishment of predatory wealth 
is an easier thing to promise than to per- 
form. The wealthy predators almost al- 
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ways manage to turn their profits into hard 
cash, months or perhaps years before the 
public is aroused to any serious action. By 
this time the only persons that can be 
reached are the small investors, who have 
had no part in the ill-gotten profits, and 
whose only sin is that they have been too 
easily deceived. Alas for these small in- 
vestors ! 

“ ‘Better a wrong victim than none at all,’ 
says the public; ‘We do not know who is 
to blame, but we know that somebody ought 
to suffer’; and the politician takes his choice 
between sacrificing his own popularity, or 
levying blackmail upon the investor as a 
price for not sacrificing him. 

“For predatory poverty is just.as danger- 
ous a thing as predatory wealth—a little 
better, perhaps, in that it has the interest 
of a larger section of the community in 
view; a good deal worse, in that its acts 
are habitually blinder and the amount of 
aimless destruction larger. Over and over 
again it has happened that the politicians, 
by destroying the profits of capital in 
obedience to a wave of popular feeling, 
have interfered with the development of the 
whole community for many years to come. 

“This was the case in the upper Missis- 
sippi valley at the time of the Granger 
movement. 

“Laws passed in 1873 and 1874 hurt the 
railroad investors by depriving them of 
their profits; but they hurt the shippers and 
the general business interests of the states 
far more, by preventing for five years that 
investment of capital in railroads which 
was needed to furnish adequate transporta- 
tion for farm products.” 


. may be that this time history will 
not repeat itself and the wave of 
public resentment against private power 
will not beat itself out. The late Presi- 
dent Wilson said more than a quarter 
of a century ago that “regulation” of 
public service utilities was but a half- 
way house to “public ownership.” Sir 
William Osworth who, according to 
former Interstate Commerce Commis- 
sioner Thomas F. Woodlock, knew our 
railroad history better than did most 
Americans, said that we would some 
day go to the very verge of “govern- 
ment ownership” but at the last moment 
would turn back. At the close of the 
World War a powerful attempt was 
made (with the sympathy of present 
Federal Railroad Coérdinator Joseph B. 
Eastman) to retain wartime manage- 
ment of the railroads by the govern- 
ment. The attempt was defeated by the 


people. Will a similar end meet the 
efforts of the present drive by a certain 
group for complete government owner- 
ship of the power industry? 


W; lately learned that Secretary of 
Interior Ickes has approved of 
the development of the Grand Coulee 
power project on the Columbia river 
with Federal funds amounting to $63,- 
000,000. In another $21,000,000 pro- 
ject down on the North Platte in Wy- 
oming the policy of the Secretary is 
more clearly revealed. The idea here, 
according to Business Week, is to com- 
bine flood control with power develop- 
ment and reclamation. Secretary Ickes 
had previously declared that reclama- 
tion would not figure to a great extent 
in the public works program, because 
he “couldn’t see any sense in bringing 
more land into production when the 
government is paying money to farmers 
to take it out.” Now, however, recla- 
mation and power development have 
been hooked together—power being cal- 
culated to make the whole project pay 
and offset any losses from nonproduc- 
tive reclamation. 

While Senator Norris, recently re- 
turned from a scouting trip to discover 
more sites for more “government yard- 
sticks” grows lyrical in the praise of the 
“wonderful opportunity” of St. Law- 
rence power development and speaks 
wistfully of the “next-in-line” develop- 
ment of the Mississippi valley, his al- 
ready born brain child, the Tennessee 
Valley Authority, announces that it will 
build its own transmission line from 
Wilson Dam to the new Cove Creek 
site, that it “may not” construct a fer- 
tilizer plant at Muscle Shoals—a bait 
that attracts farm votes in Congress,— 
all of which indicates that the Federal 
funds are going where they are likely 
to do the most harm to the private pow- 
er industry. 


HERE is another side to the picture, 
however ; there is another group in 
Washington not without power in the 
high councils of the New Deal. First 
of all let us consider some of the more 
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intelligent outspoken criticism of the en- 
tire public works plan of the Federal 
government. Seth Axley, writing in the 
national financial weekly Barron’s, 
states : 


“Suppose the government, to put a great 
many to work, undertakes to spend the 
entire fund in six months without compet- 
ing with private capital, that is, on post 
offices and mountain trails. Obviously, these 
will add nothing to the country’s capacity to 
earn. Except through confiscation to re- 
pay the lenders, there is no possible source 
of new taxation but earnings. By agree- 
ment, the taxes will go on for twenty 
years; will the improvement in earnings 
stop in a little over six months? 

“By nature, this work is temporary. In 
a few months the post offices and the trails 
are completed. Although most of the orig- 
inal contract sums go directly to workers 
who spend them at once, that a large share 
of what is paid for cement also goes to 
the workmen who handle it, and that mer- 
chants, feeling this stimulation, order more 
goods from the factories and the farms, 
hardly has this stir run through the system 
before it stops. As soon as the jobs run 
out, the spending must quit. Though the 
farmers and the merchants who have re- 
ceived large orders and higher prices may 
continue to spend their profits for a time, 
they, too, soon cut down because they feel 
the loss of orders from these workmen and 
producers of material. The price support 
disappears. Again the merchants let their 
stocks run down, prices weaken, and goods 
are liquidated to pay debts. Because the 
original impulse stops, the expanded credit 
will not stay out. Of more importance, the 
turnover slows down. These results follow 
because the work is unproductive. A new 
post office can give no ‘repeat’ orders.” 


Mr. Axley above considers only the 
“noncompetitive” type of public works. 
What can be said, however, of the com- 
petitive type of work which drives out 
capital from an existing industrial field, 
builds duplicate facilities to contribute 
to a wasteful war which will economi- 
cally destroy either a private industry 
with its investors and employees, or re- 
sult in a monstrous governmental fail- 
ure to be financed by the taxation of an 
unborn generation? Such is the senti- 
ment of the Chicago Tribune which also 
stated editorially : 

“Starting on September Ist the 3 per cent 


tax on utility bills which now is paid by 
the customer will be paid by the utility 


company. That is the latest addition to the 
long list of Federal taxes which are as- 
sessed upon the utilities. Mr. Philip Hamp- 
son recently found more than thirty differ- 
ent taxes which the power and —_ and 
similar companies must pay to the Federal, 
state, and local governments. For the 
nation as a whole one dollar out of every 
eight collected from utility customers was 
snagged by the government. The electric 
power and light industry alone paid in taxes 
225 million dollars out of gross earnings 
of 1,833 million. The substantial portion 
of the 225 million which the Federal gov- 
ernment exacted from consumers of elec- 
tricity is spent in part for Boulder dam, 
Muscle Shoals, and other subsidized power 
plants. The government, in short, makes 
money out of private operation of utilities 
in order to lose it on public operation.” 


M”" significant of the evidence of 
a newly awakened editorial un- 
willingness to throttle the private power 
industry to death in the name of Social 
Planning was the recent statement pub- 
lished by the nationally known Mr. Ar- 
thur Brisbane in the powerful Hearst 
newspaper chain which has been one of 
the industry’s severest critics until very 
recently when it has shown signs of 
wobbling on the prospect of going whole 
hog on government ownership. Mr. 
Brisbane’s utterance was prompted by a 
recent order of the governmentally 
owned power system of Russia, direct- 
ing the Soviet workers to use smaller 
lamps and to cut down on appliances 
entirely as much as possible. He con- 
trasted it with the present drive of the 
private power industry in America to 
stimulate more power consumption. He 
concluded : 


“Private power companies in America do 
all they can to increase consumption, de- 
veloping and advertising electrical devices 
to lighten housework—washing machines, 
vacuum cleaners, irons, etc. Perhaps our 
system is better on the whole!” 


Fr the Middle West, scene of the 
greatest revolt against private utili- 
ties—where government ownership ad- 
vocates expected cities would clamor 
for Public Works Funds to drive pri- 
vately owned plants out of town—comes 
word that debt-burdened cities are not 
snapping at the 30 per cent Federal 
fund bait where they have to go to their 
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own voters for the authority to increase 
taxes to provide the other 70 per cent 
necessary for plant construction. The 
Muskogee (Okla.) Phoenix advised its 
citizens to “forget” a proposal that the 
city council borrow Federal funds to 
finance a municipal plant. It stated: 


“The aim of the recovery bill is to create 
employment and stabilize industry. Con- 
struction of municipally owned plants to 
compete with privately owned companies 
obviously would defeat this purpose. “ae 
Private capital is in a timorous mood. The 
ogre of municipal opposition would terrify 
further the operators of private concerns. 
; . Employees would be cut off, im- 


provement work would be halted, in fact 
the power industry would freeze up much 
tighter than it is now.” 


The Braymer (Mo.) Bee advised its 
citizens that going into business was a 
poor way for a municipality to avoid 
bankruptcy. It stated: 


“At the next session of Congress, special 
or regular, there will be submitted an en- 
actment to allow various towns, cities, and 
other political divisions to take some form 
of bankruptcy. 

“There are many towns and cities in 
Missouri and over the country as a whole 
that are so burdened with debt that they 
are defaulting, and have been, in interest 
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on outstanding bonds until something must 
be done, for the tax rate is so high that the 
tax for municipal purposes is almost con 
fiscatory, and a great per cent of taxpayers 
are utterly unable to pay. 

“In spite of this fact, and the continued 
tax delinquencies, there is a well-organized 
and well-financed campaign in progress to 
sell other towns and cities on getting into 
business of one sort or another, in order 
that some engineering firm may get a fat 
fee, or some supply or machinery house 
may sell a big bill—or that some local 
officials who haven't the ability to run a 
business of their own, may have a job 
running a municipal business for the tax- 
payers, and local politicians who like to 
play with an investment that isn’t of their 
own. Even the Kansas City Star acknowl- 
edges editorially that the predicament of 
towns and cities which are struggling with 
these conditions are ‘very liable to be bad 
politics and bad management.’ ” 


r. F. V. Henshaw of Wood, 
Struthers & Company, New 
York, in a recent article in the Electri- 
cal World pointed out that the possibil- 
ity of disastrous competition from these 
government “yardsticks” is remote for 
the immediate future. Speaking of 
Muscle Shoals, he stated: 


“It seems obvious that the probable plan 
in mind, and in fact the only way in which 
this water power could be sold to the public 
would be if possible to induce a few munic- 
ipalities like Chattanooga, Memphis, Bir- 
mingham, etc., to acquire by some means 
municipal plants in consideration of the 
government’ s supplying power at some nom- 
inal figure, in which interest on the invest- 
ment would be eliminated. It is difficult to 
see how the municipalities would gain any- 
thing, and it is harder to imagine the tax- 
payers taking on such a burden. Undoubt- 
edly government power offered at starvation 
prices could injure the utilities, but it is 
at best a vague threat and wil! not have 
to be made for some years. It is possible 
that the construction of Cove Creek may, 
as reported, require the acquisition of some 
60,000 acres, and that condemnation pro- 
ceedings could easily take two years if done 
in the usual way. All in all, it would be 
surprising if the government will be ready 
to enter the power business in the Tennessee 
valley for at least five years. Perhaps by 
that time either all industry will be nation- 


alized or the government may have de- 
cided to govern rather than to institute 
business competition with its own citizens.” 


HE most potent deterrent against 

wholesale slaughter of the private 
power industry is present at Washing- 
ton in the form of representatives of 
insurance companies, banking and in- 
vestment houses whose assets bulk 
large in the hitherto gilt-edged securities 
of electric utilities. Will President 
Roosevelt permit these institutions, al- 
ready feeble and tottering, to be wiped 
out? One can readily imagine the blow 
that would be dealt the administration’s 
effort to restore confidence and purchas- 
ing power by the failure of a number of 
these large national institutions pledged 
with the life savings of millions of wage 
earners. Some in Washington are not 
blind to these possibilities. They urge 
the President to make a truce in his war 
to the death of the private power indus- 
try. Whether or not he will listen will 
be evident perhaps about one year hence 
when, as Miss Ruth Finney has already 
suggested, emergency legislation will 
have been cleared up. 

—Joun Tracy FLEMING 


Tue Future or Pusric Utiities. By Ruth 
aw. Knoxville News Sentinel. July 22, 


By-tHe-Bye in Watt Streer. The Wall 
Street Journal. July 26, 1933. 


Tue Bussre or Pusric Works. By Seth 
Axley. Barron’s. August 7, 1933. 


How Pusiic Ownersuip Is Financep. Edi- 
a Chicago Daily Tribune. July 20, 


Private OwnersHip Best. By Arthur Bris- 
bane. Judicial Bulletin. August 2, 1933. 


Way Nor Forcer Ir Now? Judicial Bulletin. 
(Okla.) July 19, 1933. 


Bonpep CoMMUNITIES TO TAKE BANKRUPTCY. 
Editorial. Braymer (Mo.) Bee. July 26, 
1933. 

Basic SounpDNESS OF UtTiLity INVESTMENTS 


Remain Intact. Electrical World. July 
15, 1933. 





“Facts AND FALLACIES ABOUT STRAIGHT-LINE DEPRECIATION METHODS” 

will be presented in an early issue of this magazine. By Dr. Henry Earve 
Riccs, one of the most experienced and widely known authorities on utility 
engineering in the country—and a frequent contributor to these pages. 
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To What Extent Will Public Works Funds 
Go for Public Plants? 


Was President Roosevelt handed 
over to Secretary of Interior 
Harold Lay Ickes the job of Public 
Works Administrator, private public 
utility executives all over the country, 
already harassed by Federal and state 
governmental persecution, shuddered. 
They had visions of this brilliant Chi- 
cago lawyer, a disciple of the original 
Conservation School which reared so 
many antiutility officials, such as Gov- 
ernor Pinchot of Pennsylvania, and in- 
vestigator extraordinary, Louis R. Glav- 
is (who was recently recalled from offi- 
cial exile by the new Secretary of In- 
terior and set upon the trail of alleged 
utility misdeeds at Muscle Shoals) 
handing out the $3,300,000 right and left 
to municipal and state politicians to 
build public power plants. They could 
visualize the delight of Secretary Ickes 
in financing the construction of publicly 
owned projects to compete with and de- 
stroy choice properties of the “Power 
Trust” which he has claimed to fight 
against so long. 

Notwithstanding his “radical” back- 
ground, however, Secretary Ickes so far 
has shown a disposition that could be 
called anything but reckless or extrav- 
agant. Senators and members of Con- 
gress, who besiege his office during 
these dog days in Washington, sniffing 
“pork,” frequently come away criticiz- 
ing him as a tight-fisted Shylock who 
wants to turn these gifts into real in- 
vestments. Municipal politicians with 
public plant blueprints in their pockets 
expecting a sympathetic, if not enthu- 
siastic, ally find in this indefatigable 
keeper of Uncle Sam’s emergency purse 
strings, a shrewd administrator who 
must be shown four factors before even 
considering a proposal. The weekly 
magazine Time lists these factors as 
follows : 


“To get on last week’s list a project had 
to: (1) benefit a community permanently 
and socially; (2) be ready to start imme- 
diately; (3) be finished within one year; 


(4) save the Federal Treasury from recur- 
ring expenses for upkeep and repair.” 


It appears that Secretary Ickes has 
been impressed, to some extent at least, 
by the ultra-conservative fiscal pleadings 
of Budget Director Lewis W. Douglas 
who abhors the piling up of the public 
debt for “manufactured jobs” and who 
secretly hopes that general business re- 
vival will absorb unemployment to such 
an extent as to permit a cessation of 
the program sometime before the whole 


$3,300,000,000 is spent. 


LTHOUGH Secretary Ickes disagrees 

with the earnest young Budget 
Director of Scotch descent on major 
policies, he, too, soon let it be known 
that the emergency fund is not to be a 
grab bag for politicians and their private 
protégées in the contracting business. 
In a public statement published in the 
national weekly Labor, he pointed out 
that for state projects Uncle Sam will 
donate as much as 30 per cent of the 
cost which means that the states will 
have to go into debt for the other 70 
per cent in order to get any benefit of 
the grant. Many cities and states will 
not care to do this for roads or bridges 
which are not presently needed. Secre- 
tary Ickes warned: 


“We will not authorize the expenditure of 
a penny unless we are convinced that it will 
contribute toward the economic recovery 
and the social welfare of the country. Bor- 
rowers must furnish good security and 
satisfy us that the project will be self- 
liquidating and not a permanent burden on 
taxpayers. 

“We will reserve the right in every case 
to pass on contracts, to inspect work from 
time to time, and to supervise the promeet 
of the funds. We will not permit the taxes 
of the people to be improperly used. We 
know that in all too many communities the 
building of even necessary public works is 
often attended by major scandals. Money 
has been wasted; graft has been exacted 
and paid; political go-betweens have had to 
have their cut; work has been skimped. 

“T want to assure the people that it will 
be the policy of the Federal government, so 


281 











PUBLIC UTILITIES FORTNIGHTLY 


far as it is humanly possible, to prevent 
graft and crookedness and waste. We will 
try to see that every dollar is honestly 
spent.” 


President Roosevelt also has let it be 
known that there will be no splurge 
on new Federal buildings, that there 
will probably result not more than a 
half-dozen new first-class post offices 
throughout the land, and that states and 
cities with hopelessly unbalanced budg- 
ets can expect neither loans nor gifts 
for public works. While self-liquida- 
tion is not a prerequisite, every dollar 
spent must represent sound capital in- 
vestment, as well as make jobs and serve 
public convenience and necessity. 


URING the week ending July 15th, 
Time had listed $115,513,610 ac- 
tual disbursements, including: 


“More bathtubs in Arab, Ala., and more 
open plumbing in Beech Grove, Indiana. 

“A new home for Virgin Islands lepers ; 
new nuts and bolts for the Alaska Railroad. 

“Waterworks for Spearfish, S. Dak. and 
a sewer system for Poulsbo, Wash. 

“A fresh coat of paint for Washington’s 
Howard University (colored) and a new 
roof for the post office shops in Washing- 
ton.” 


The real intent of President Roosevelt 
and Secretary Ickes in spending this 
money is shown by the fact that 80 
cents of every Federal dollar already 
spent will go for wages and cutting 
down bread lines. Boulder Dam with 
$38,000,000 received the largest single 
award ; national parks received $50,000,- 
000; twenty-five municipalities of less 
than 66,000 population got less than a 
million for waterworks and sewer sys- 
tems. 
- Already approved is New York state’s 

share of $22,000,000 for roads. Nerv- 
ous utility men will be relieved to know 
that the Navy will spend $238,000,000 
for new construction, and from last re- 
ports Secretary of War Dern was pre- 
paring to wage a knock-down fight for 
a share for his vest-pocket edition 
Army to the horror of the generally 
pacifist “liberals” whose efforts made 
these funds available. (Incidentally, 
Roy Howard, dominator of the utility- 


baiting Scripps-Howard press, threw 
fresh horror into the ranks of such 
liberals when upon his very recent re- 
turn from the Orient he advocated 
building our Navy up to full treaty 
strength. ) 


OTWITHSTANDING these indications 

that Federal emergency funds 
will go, for the most part, elsewhere 
than into publicly owned projects that 
will compete with private utilities, the 
Electrical World continues to be appre- 
hensive. In a recent editorial it stated: 


“Prior to this depression it was recognized 
that some businesses inherently held more 
risks than others and that the greater the 
risk the more an industry paid for its capi- 
tal. This meant that the price paid by the 
public for products or services was least in 
a business in which capital risk was a 
minimum. The light and power business 
was conducted upon this principle, earned 
this credit position, and the public benefited. 

“So far as the light and power industry 
is concerned, state and governmental agen- 
cies seem to have forgotten this principle 
which was in the public interest. They 
seem bent upon undermining the credit posi- 
tion of an essential industry and thus 
forcing increased rates upon the public. 
The administration is reported as favoring 
loans to municipalities to construct and own 
their own utilities. It has gone far in 
establishing uneconomic competitive enter- 

rises on the Tennessee, Columbia, and 
colorado rivers. It continues to draw head- 
lines by the one-sided presentations before 
the Federal Trade Commission. And the 
state commissions with one hand advocate 
rate reductions and a 6 per cent return, 
while with the other they demand an in- 
crease in depreciation reserves and in serv- 
ice facilities. 

“Surely logic points to the fact that tax- 
payers and ratepayers are identical and that 
these moves to undermine utility credit are 
both ill-advised and expensive. The public 
will pay the ultimate bill, and in the mean- 
time will suffer because of the credit and 
service handicaps placed upon the business.” 


ECRETARY Carl D. Thompson, of the 
Public Ownership League, certainly 
seems to be doing his best to stir up 
municipal officials to storm Washington 
for funds for public utility plants. 
Writing in the Capital Times ( Madison, 
Wis.), he states : 
“It can readily be seen that whether or 
not any city gets any help for any real self- 
liquidating or municipal ownership projects 


282 





—_—=— 7 


re 


as a t.4 fe Oo wea ceer 


‘ies 


“Ss bee 


ss er te hue CU 
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depends wholly upon who these state and 
regional directors are—and especially upon 
the state directors. If these men are power 
company men opposed to municipal owner- 
ship, the cities will get nothing—we will 
be in — the same position that we were 
under the 

“We, therefore, urge upon every friend 
of municipal ownership and progress to get 
busy at once on the following matters: 

“(1) Find out as quickly as possible who 
is being put forward for the position of 
state director in your state and where these 
candidates stand. If the candidates are 
known to be power company men, protest 
immediately to the administrator of the 
Federal emergency public works at Wash- 
ington, D. C., an 

“(2) Suggest two or three good out- 
standing public ownership men in your state 
and urge the appointment of one or the 
other as state director. 

“(3) Get in touch at once with as many 
organizations and especially municipalities 
and their associations, and with influential 
citizens in your state, and get their co- 
Operation and codéperate with them in these 
matters. 

“Immediate and persistent action is re- 
quired. We must not let the power com- 
panies capture and defeat this splendid pro- 
gram of the President.” 


Compare this with the following dis- 
passionate statement appearing in the 
financial weekly, Standard Trade and 
Securities: 

“There are indications that encourage- 
ment will be given to cities and states 
which want to acquire their own publicly 
owned public utilities. The public works 
eeetine directly authorizes such use of 
funds. Moreover, the Secretary of the In- 
terior, who is administrator of the act, is 
known to favor such a policy. There are 
grounds for the belief that eventually some 
states will create state public utility systems 
which will merge local plants, thus adapting 
the holding company principle to a system 
of public ownership.” 


Meanwhile the Electrical World sug- 
gests that the private power industry try 
its own hand at job making for national 
recovery by borrowing funds made 
available through the Reconstruction 
Finance Corporation. On the very front 
cover of its July 15th issue there is 
printed the following program: 

A ROOSEVELT NATIONAL 
ELECTRIC SERVICE PLAN 


“Throw away the hammer and take up 
the horn is good advice. The 20,000,000 
domestic customers of the electrical industry 


afford a potential market for employment 
and for equipment that is astounding. Why 
not go after this project on a Roosevelt new 
deal scale? 

“Borrow funds made available by con- 
gressional action to place a $1,000,000,000 
financial plan back of a wholesale develop- 
ment of electric service in the homes. In- 
stall the wiring and the equipment through 
the usual channels and amortize the in- 
vestment through monthly payments. If 
5,000,000 domestic customers were sold elec- 
trical equipment aggregating even $200 at 
retail prices, there would be a $1,000,000,000 
business. Back in 1929 the electrical in- 
dustry spent money fruitlessly to stave off 
the depression. Why not spend money, now 
that recovery is under way? 

“A national electric service plan on this 
scale would: 

“l, Put thousands to work in all branches 
of industry. 

“2. Make possible rate reductions and in- 
creased tax payments without penalties on 
earnings. 

“3. Add convenient and complete electric 
service to homes quickly and economically. 

“4. Show the public that the electrical 
industry is honest, aggressive, and public 
spirited. 

“5. Show the administration the best and 
largest self-liquidating project to expedite 
business recovery and improve standards of 
living. 

“6. Postpone or render impossible ill- 
advised municipal plants through govern- 
mental subsidies.” 


Unhampered by public debt or un- 
balanced budgets as compared with 
states and municipalities, it does seem 
that the private utilities could make at 
least as attractive a bid for Federal loans 
for self-liquidating construction as their 
governmental rivals, in addition to the 
fact that outright Federal gifts would 
not be involved. 

—M. M. 


Nationat Arrairs. News Editorial. Time. 
July 24, 1933. 

Uncre Sam Starts “SHooTING THE Works” 
1n Bic Drive tro Break Depression’s BACK. 
By C. M. Kelley. Labor. July 25, 1933. 

SHORTSIGHTEDNESS ON Vatues. Editorial. 
Electrical World. July 15, 1933. 

A Warninc on Pusrtic Works Drrecrors. 

D. Thompson. Capital Times. July 2, i953. 

Pusric Urmirres. Editorial. Standard Trade 
and Securities. July 26, 1933. 

A Roosevett Nationat Execrric Servics 
a page. Electrical World. July 
15, 1933. 
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Beyer pee attention has been be- 
stowed of late upon the subject of 
salaries of utility officials. For ex- 
ample, the national weekly Labor tells 
us of the recent remarks of Federal 
Rail Coérdinator Joseph B. Eastman on 
the subject of railroad officials’ salaries. 
The news item stated: 


“In his talk with the regional committees, 
made up of some of the most distinguished 
railroad presidents, Mr. Eastman submitted 
his first suggestion looking to economy. He 
declared that official salaries are too high 
and must come down. 

“He urged that the slash be made volun- 
tarily, but intimated that if necessary he 
would require that it be done, issuing orders 
under powers given him by the Emergency 
Railroad Act. 

“General Order No. 1 calls on all carriers 
to file with the codrdinator the name and 

ay of every employee on the rolls during 

ay and fixed August 15th as the deadline 
for this information. The object is to 
enable Eastman to ‘freeze’ railroad employ- 
ment as of May, 1933.” 


Last year in a letter to Senator Cou- 
zens of Michigan, Mr. Eastman, speak- 
ing for the I.C.C., listed various salaries 
of high railroad officials. It appeared 
that the head of the Southern Pacific 
receives an annual compensation of 
$135,000. The Pennsylvania and the 
B. & O. both paid their presidents 
$121,000 a year. Somewhat less but 
still liberal compensation was reported 
for the heads of the C. & O., the Dela- 
ware & Hudson, the Missouri Pacific, 
and the New York Central. In justice 
to these executives, it should be stated 
that since Commissioner Eastman wrote 
this letter to Senator Couzens, most of 
the roads have cut salaries. 

Commenting on this statement, the 
conservative New York Times stated: 


“When labor and government employees 
are asked to cut their wages, high-priced 
executives who are unwilling to do like- 
wise are out of step with popular sentiment. 

“Railroad labor has agreed to continue its 
10 per cent wage cut for another year. It 
is unfair as well as unwise for railroad 
management to cling to salaries based on 
what was considered right in 1928 and 1929. 
A company that has reduced some of its 





PUBLIC UTILITIES FORTNIGHTLY 
Are Utility Salaries Too High? 


employees to a wage where a decent living 
becomes difficult, if not impossible, cannot 
justify paying even the ablest of managers 
as much as $100,000 a year.” 


HE salaries of high officials of elec- 
tric utilities in New York have also 
lately been reviewed by the public serv- 
ice commission of that state. The social- 
istic weekly, The Nation, comments: 
“All of which, with other cumulative evi- 
dence, proves that the public is faced with 
a group of unconscionable highbinders who 
are making a mockery of the whole ‘public 
utility’ principle. If the public service com- 
mission does not wish to strengthen the 
long-growing belief that it is wholly com- 
placent in the face of this legalized racket- 
eering, it will immediately order those 
salaries reduced to levels consonant with the 
decreased cost of living and make its man- 
date evasion-proof. And the benefit of 
these, and other equally necessary and ob- 
vious economies, should passed on at 
once to the public in the form of substan- 
tially reduced rates.” 


Doubtless utility officials will have to 
cut their own salaries in proportion with 
the wages of employees and apply the 
difference to rate reductions, if public 
opinion is to be effectively wooed. The 
comparison of the salaries of private 
utilities with executives of publicly 
owned plants, however, is somewhat un- 
fair in that it ignores the relative protec- 
tion and stability of government service. 
It must also be recalled that utility offi- 
cials are not altogether the dictators of 
their own pay checks. Aside from 
modification by regulatory commissions, 
which is frequently exercised now-a- 
days, there is the pressure from cor- 
porate shareholders who are the real 
bosses of private utility officials. Every 
penny paid in salaries means that much 
less available for dividends, and when 
stockholders agree to pay a liberal salary 
to a utility official, that would seem to 
be evidence that they at least thought 
he was worth it. 

—W.R.N. 


EAsTMAN Moves To Protect Workers ; TELLS 
Rartroap Heaps to Cut Sararies. Labor. 
July 25, 1933. 


Eprrortat. The Nation. July 19, 1933. 
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The March of Events 





NRA Agreements Made for 
Public Utilities 


F Cogeme: Hugh Johnson on August 12th 
approved modifications of the President’s 
Agreement under which the electric, gas, and 
telephone industries may operate. A maxi- 
mum 40-hour week is fixed except when only 
two persons work in towns of less than 2,500 
population, but there is allowance for a 
48-hour week for certain maintenance and 
emergency workers who will have to be 
augmented by new men to be trained as soon 
as the utilities are able to do this. 

Minimum wages in the gas and electric in- 
dustries, according to the New York Times, 
are to scale from $14 weekly in cities of 2,500 
to 250,000 population to $15 in cities of more 
than 500,000. The agreement provides that 
employees paid on an hourly basis July 1, 
1933, shall receive a minimum of 40 cents 
hourly, unless the July 15, 1929-rate was less, 
in which case the rate would not fall lower 
than 30 cents. 

The telephone schedules provide a maxi- 
mum 40-hour week and a stipulation prevent- 
ing reduction of telephone service hours under 
those of July 1, 1933. Wage minima of 
operators for various-sized exchanges range 
from $12 up to $15. A reduction of $1 
in the minimum wage is provided for 15 
southern states and the District of Columbia. 
Special cases are excepted. 

The code for the power industry had been 
submitted by George B. Cortelyou, president 
of the Edison Electric Institute, while the 
code for the gas industry was submitted by 
Alexander Forward, managing director of the 
American Gas Association. 


- 
Water Utilities Unite for NRA 


HE Institute of Water Supply Utilities, 
Incorporated, has been formed, according 
to an item in the New York Times, to permit 
the drafting of an NRA code for the pri- 
vately owned water companies. For some 
weeks there had been discussions of a code 
in the American Water Works Association, 
90 per cent of whose members are municipal 
waterworks. When it appeared that public 
plants were not subject to a code the new 
organization was launched. 
The Times states: “A. W. Cuddleback, 
genial president of the New York Water 
Service Corporation, who had been in charge 


of the code discussions, was elected president 
of the new association. Reeves J. Newson, 
executive vice president of Community Water 
Service Company, and George W. Biggs, Jr. 
of the American Water Works and Electric 
System were chosen as the two vice presidents. 
Paul M. Kydd of the Jamaica Water Supply 
Company became treasurer, and C. J. Alfke 
of the Hackensack Water Company was ap- 
pointed treasurer. A standard set of by-laws 
was drafted and a board of eighteen directors 
selected.” 
> 


Federal Government to Survey 
Power Plans and Costs 


HE Cabinet Advisory board on August 

8th approved a grant of $400,000 to the 
Federal Power Commission to carry forward 
the administration’s plan to survey “compre- 
hensively” the entire country in a national 
plan for the development of water power and 
the transmission of electricity. “The power 
commission,” Secretary Ickes said, “under the 
direction of President Roosevelt, will prepare 
a comprehensive national plan for the develop- 
ment of water power and the transmission of 
electricity, examine public works projects re- 
ferred to it by the public works administra- 
tion, and make a study into the costs of the 
transmission of electricity from generating 
stations to consumers.” 

Such an investigation was authorized by 
the Senate through the adoption of a resolu- 
tion offered by Senator Costigan (D.), of 
Colorado, in the last session of Congress. 
The allotment of funds will permit the Fed- 
eral Power Commission to begin immediate 
investigations, which will be carried on 
through codperation with the public service 
commissions of the various states, the Ten- 
nessee Valley Authority, and leaders of the 
electrical industry throughout the country. 

Experiments are already under way to de- 
termine the best methods of transmission, Dr. 
Arthur E. Morgan, chairman of the board of 
the Tennessee Valley Authority disclosed, and 
he intimated that it might be possible in future 
to transmit power by wireless. 

Announcement of the grant to the power 
commission was made at the conclusion of a 
hearing when the advisory board heard oppo- 
nents of the Casper-Alcova reclamation proj- 
ect. Representatives from Wyoming, Colora- 
do, and Nebraska, headed by Senator Ken- 
drick, of Wyoming, argued for and against 
the project, which was recently approved by 
the board and by President Roosevelt. The 
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witnesses testified, Mr. Ickes said, that the 
controversy was occasioned by an interstate 
row over water rights along the North Platte 
river. 

Mr. Ickes’ statement, in view of the recent 


approval by President Roosevelt of a number 
of reclamation and power projects, gave rise 
again to the rumor that he meant to plan 
early construction of Federal power projects 
in addition to Muscle Shoals. 


e 
Colorado 


State Loses Protest in North 
Platte Power Plant 


ONSTRUCTION of the Casper-Alcova proj- 

ect, a $21,000,000 development near Cas- 
per, Wyoming, to impound waters of the 
North Platte river to irrigate 66,000 acres and 
produce a large amount of electric power, was 
approved by President Roosevelt on July 28th, 
ending a 10-year controversy in which Colo- 
rado, Wyoming, and Nebraska have been in- 
volved. 

Approval of the project was given over the 
protest of Colorado officials, who declare the 
building of the Seminoe dam and the irriga- 
tion system will jeopardize the rights of the 
state in the waters of the North Platte river. 
The action by President Roosevelt was re- 
garded in Washington as a tremendous per- 
sonal victory for Senator John B. Kendrick, 
veteran Wyoming Senator. For more than 
ten years Senator Kendrick has fought for 
the Casper-Alcova project. During that time, 
Colorado members of Congress have blocked 
the appropriation of Federal funds for the 


e 


project, insisting upon a compact between the 
two states dividing the water of the North 
Platte before construction of the project ac- 
tually starts. The Casper-Alcova project is 
one of the most ambitious programs in the 
history of the United States reclamation serv- 
ice in the west. 

Governor Ed Johnson expressed his confi- 
dence, following the President’s approval, that 
ample provision will be made to safeguard the 
rights of the state. It was reported that the 
incident, however, would bring into the open 
one of the most bitter political fights in the 
history of Colorado. Friends of Governor 
Johnson charged that United States Senator 
Costigan, Assistant Secretary of the Interior 
Oscar L. Chapman, and other leading Demo- 
crats have combined to make Governor John- 
son the “goat” for Colorado’s failure to block 
the Casper-Alcova project until an interstate 
pact allocating the waters of the North Platte 
river could be negotiated. It was rumored 
in some quarters that when Senator Costigan 
comes up for reélection in 1936 he will have 
to beat Governor Johnson to get the nomina- 
tion. 


Connedéticut 


Hartford Electric Company 
Balks NRA Code 


HE Hartford Electric Light Company ad- 

dressed its resignation to the Edison Elec- 
tric Institute, expressing its inability to sign 
the NRA code designed for the power mem- 
bers of that organization. . 

Leaders of the Institute, which was only 
formed last January to promote improved 
practices in the electric light and power in- 
dustry, have not acted upon the resignation 
and hope to overcome the dissension aroused. 
The attitude of the Connecticut company was 
similar to that also taken by the Consolidated 
Gas, Electric Light & Power Company, of 


e 


Baltimore, to the effect that the adoption of 
the code by a power company subject to regu- 
lation by the state body is an infringement of 
state’s rights. This was said to be the first 
instance in which state’s rights have been ad- 
vanced in opposition to the recovery program 
of the Federal government, as well as the first 
time there has been a definite refusal to sign 
the blanket code which specifically refers to 
public utilities or to a special code of any 


‘kind. News items in Connecticut papers in- 


dicated that the company’s action was dictated 
by principle only, since the company’s wage 
levels and its working-hour policy fo rem- 
ployees were, generally, already within the 
— specified by the President’s blanket 
code. 
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Delaware 


City Commission May Be Ousted 


Mx William H. Speer was expected to 
demand the resignation of the Wilming- 
ton Board of Public Utility Commissioners 
some time during August, according to a re- 
port in the Philadelphia Record of August 
1st. He will then name a commission that 
will be more satisfactory to the public. The 
present body has been under fire of civic or- 
ganizations for the past six months. The 


e 


board is appointed by the mayor and serves 
without pay. It usually meets but once a 
month and its powers are very limited but it 
has certain regulatory functions. 

On August 8th the Record stated that the 
Democratic city administration is going to in- 
vestigate rates charged Wilmington for gas 
and electricity. Mayor Speer was said to be 
ready to ask for an appropriation of a sizable 
sum to hire the best available experts to con- 
duct surveys in comparative cities. 


) Georgia 


Court Dismisses Ex-commission- 
er’s Ouster Petition 


HE ouster proceedings filed by Jule W. 

Felton, of Montezuma, former member of 
the Georgia Public Service Commission, 
against Ben T. Huiet, of Atlanta, named to 
succeed him after Mr. Felton had been sus- 
pended by order of Governor Talmadge, were 
dismissed on August 4th by Judge E. D. 
Thomas in Fulton superior court after an 
all day hearing. Commissioner Felton’s at- 
torney, Jule Felton, the former commission- 
er’s father, immediately filed notice of appeal 
and said he would carry the case to the Unit- 
ed States Supreme Court, if necessary, al- 
leging that in suspending his son, the gov- 
ernor had deprived him of his constitutional 
rights. 

The dismissal was ordered when Judge 
Thomas sustained a demurrer to Felton’s quo 
warranto, the demurrer being filed by As- 
sistant Attorney General J. J. E. Anderson, 
counsel for the public service commission who 
represented Huiet over the protest of the 
plaintiff. While Judge Thomas was hearing 
arguments on the demurrer, Attorney Felton 
appeared before Judge Edgar E. Pomeroy and 
obtained that judge’s sanction to a certiorari 
which seeks to bring the entire ouster pro- 
ceedings conducted by the governor against 
Mr. Felton and his former associates on the 
public service commission before the court re- 
view. 

es 


Former Chairman Seeks to In- 
validate Commission’s Action 


AS Georgia’s new public service commis- 
sion took the first step of its announced 
program to reduce utility rates in the state by 
citing the railroads and telephone companies 
to show cause why their schedules should not 


be slashed, James A. Perry, chairman of the 
suspended old commission, went into court 
with a plea for a review, which his attorneys 
said would invalidate any action which may 
be taken by the new board. 

The utilities were cited by the new commis- 
sion in orders which called upon the railroads 
to show cause why the rates on cotton and 
its by-products should not be reduced and 
the telephone companies to show cause why 
their local and long-distance rates should not 
be reduced and special assessments permitted 
by the old commission eliminated entirely. 

The Perry action, which asserted that Gov- 
ernor Eugene Talmadge, in suspending the 
old commission, had acted in a judicial in- 
stead of an executive capacity, was submitted 
to and sanctioned by Judge E. E. Pomeroy in 
Fulton Superior Court. Under the law, the 
governor must answer during the next term, 
the September term, of the court and 
judge must act not on the petition, a certiorari, 
but upon the answer. 

Hearing on the rule nisi citing the rail- 
roads was set for September 5th, and on that 
citing the telephone companies for September 
12th. Chairman Jud. P. Wilhoit announced 
the hearings would be open to the public and 
would be held in the hall of the house of rep- 
resentatives in order to accommodate anyone 
who wished to attend. 

The rules nisi were issued by the commis- 
sion on a unanimous vote. The orders came 
after the commission had completed its or- 
ganization by announcing the election of D. 
M. Kreuger, formerly of the Piedmont South- 
ern Freight Bureau, as rate expert, and F. M. 
Wimbish, of Atlanta, as consulting account- 
ant. The new appointees will work with 
Curtis B. Mees, consulting engineer, and W. 
H. Hardin, valuation engineer, whose connec- 
tion had been previously announced. 

The Perry action was filed by George C. 
Spence and Robert B. Blackburn, attorneys 
for the suspended chairman. It is a petition 
similar to that filed by James L. Beavers, 
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former chief of police of Atlanta, who was 
removed from his office by the police commit- 
tee of council and who won out in the courts, 
finally forcing the committee to restore him 
to his position and to pay him in full for the 
time he lost while the case was in the courts. 
The petition also charges that the governor 
did not have sufficient evidence on which to 
suspend any of the commissioners and that 
the statute under which he acted is uncon- 
stitutional. 

“The effect of our action invalidates any- 
thing the de facto commission installed by 
Governor Talmadge may do,” Attorney 
Spence said in discussing the 350-page petition 
which was formally filed August 4th with 
the sanction of Judge Pomeroy. “The gov- 
ernor must answer during the next term of 
court and the law provides that if he fails 
to answer the court is bound to consider the 
failure an admission of the allegations of our 
bill.” The attorney said he believed the en- 
tire case would finally wind up in the supreme 
court. 

The petition, one of the longest filed in 
Georgia in years, recites the entire history of 
the proceedings brought by the Georgia Fed- 
eration of Labor and the Atlanta Federation 
of Trades against the old commissioners and 


the proceedings before the governor as well 
as his decision. 

It details at length the allegation that the 
governor was acting in a judicial instead of 
an executive capacity and that his decision 
like any other judicial decision must be re- 
viewed by the courts. 


* 


Governor Orders Commission to 
Cut Rates or Get Fired 


G== Talmadge gave an account of his 
stewardship in Reidville on July 31st 
when he told a large audience he would dis- 
charge the new public service commission un- 
less it reduces utility rates. He said he dis- 
missed one commission because it did not re- 
duce rates and added that the new one he 
recently appointed would meet a similar fate 
unless it cut utility costs. The governor 
urged the audience to support legislative 
candidates favorable to his policies. He re- 
called that twenty members of the last senate 
stood by his principles but that a majority 
blocked his plans and defeated measures he 
advocated during his campaign. 


e 
Illinois 


New Utilities Law Has 
Drastic Provision 


EW and drastic rules were imposed upon 
public utility companies with the enact- 
ment by the last general assembly of Govern- 
or Henry Horner’s Illinois Commerce Com- 
mission bill, according to the Gas-Age Record. 
The legislation, considered the most important 
measure out of 500 enacted, is largely the out- 
come of the failure of Insull holding com- 
panies. However, no holding company wheth- 
er in receivership or not was represented at 
the hearings. Operating companies, which 
fought certain sections of the bill, may test 
the validity of the law. No operating com- 
pany in Illinois is either bankrupt or in re- 
ceivership. 
The measure includes six major provisions: 
(1) Holding companies and affiliates are put 
under the control of the commission; (2) 
temporary rate reductions can be ordered by 
the commission pending an investigation; (3) 
the commission has the final say as to wheth- 
er or not a utility shall pay a dividend; (4) 
the utility must bear the cost of rate-fixing 
investigations; (5) burden of proof as to val- 
uation of property is placed on the utility; 
and (6) the governor has the power to re- 
quire an investigation. The temporary rate 


reduction and the dividend provisions are in- 
novations in gas utility control. 

Illinois has gone farther than the New York 
law in providing that “no management, con- 
struction, engineering, supply, financial, or 
similar contract and no contract for the pur- 
chase, sale, lease, or exchange of any prop- 
erty or for the furnishing of any service made 
with any affiliated interest shall be effective 
unless it shall have been approved by the com- 
mission.” 

The temporary rate reduction clause gives 
the consumer the benefit of reduced rates 
pending an investigation, while the old law 
provided only for increased rates after hear- 
ings. It is to apply in cases where an in- 
vestigation would require more than three 
months, and it can remain in effect not more 
than a year. An amortization clause pro- 
vides for recovery, by means of a temporary 
increase, of any loss sustained by the com- 
pany. Utilities fought this section on the 
grounds that it is unconstitutional, but the 
state contended that the companies are al- 
ready protected against abuse by privilege of 
the injunction suit. 

The section making the commission final 
judge as to whether or not dividends shall be 
paid, first provides that no dividend be paid 
except from earned surplus and not then if 
it will endanger the capital structure of the 
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company. This section was hardest fought 
by utilities from a theoretical standpoint, they 
contending that it would interfere with the 
rights of business and was therefore uncon- 
stitutional. The section fought hardest from 
a practical standpoint provided that utility 
companies bear the cost of rate-fixing investi- 
gations, whether instigated by the commis- 
sion or by the company. The state held this 
to be fair because it shifted the cost of in- 
vestigation from the taxpayer to the consum- 
er. There was evidence that similar provi- 
sions are in effect in about 17 other states, 
although a recent survey of state utility law 
indicated that more than 36 states provided for 
the taxation in whole or in part of utilities 
for the cost of regulation. Utility interests 
succeeded in inserting an amendment limit- 
ing the amount for which a company is lia- 
ble to one half of one per cent of gross op- 
erating revenues. 

In investigations, whether asked by the 
commission or by the company, the burden of 
establishing the value of properties is shifted 
from the commission to the utility. Utilities 
contended that this shifted the whole affair of 
legal procedure regarding burden of proof. 
The state replied that the provision is fair 
because the proof lies peculiarly within the 


e 


power of the utility, and such burden of proof 
is limited to valuation. 


> 


Campaign to Increase Gas 
Heating Customers 


T= three utilities supplying gas to Chicago 
and vicinity united during the week of 
August Ist to change the house-heating habits 
of a large section of the community. The 
campaign is projected to run at least eighteen 
months. Within that period, the three com- 
panies hope to install gas heat in 60,000 homes. 
Concerns participating, and the areas they 
serve, are the Peoples Gas Light and Coke 
Company, Chicago; Public Service Company 
of Northern Illinois, serving the north shore, 
and Western United Gas and Electric Com- 
pany, serving the western suburbs. 

Fred H. Scheel, well known in the utilities 
field for the last two decades, has. been ap- 
pointed general manager of the campaign. 
He and his staff are starting virtually from 
scratch, for at present there are no more than 
7,500 gas-heated homes in the Chicago terri- 


tory. 


Indiana 


Commission Approval of Power 
Merger Sought 


ccorDING to the Electrical World, pur- 

chase of the Hobart Light & Water 
Company, of Hobart, Ind., by the Northern 
Indiana Public Service Company has been 
sought in a joint petition filed with the In- 
diana Public Service Commission by the two 
concerns. The purchase price, of which com- 
mission approval is asked, would be $738,270, 


to be paid by the assignment to the selling 
company of 73,827 shares of no par value 
common stock of the Northern Indiana Pub- 
lic Service Company at $10 a share. 

The joint petition sets out that the Hobart 
company does not have the facilities “for fur- 
nishing an uninterrupted supply of electrical 
energy to its customers that are possessed by 
the purchasing petitioner” and that the acqui- 
sition of the Hobart Light & Water Company 
is desirable from the standpoint of public 
interest. 


e 


Maryland 


Utility Balks at Signing 
NRA Code 


Te Consolidated Gas, Electric Light & 
Power Company of Baltimore on August 
8th addressed its resignation to the Edison 
Electric Institute due to its express inability 
to sign the code for the power industry laid 


before the National Recovery Administration 
at Washington. The attitude of the oe 
land company was attributed by informed ob- 
servers to the position reputed to have been 
taken by the Maryland Public Service Com- 
mission, where the adoption of codes by a 
power company subject to regulation by the 
state authorities was viewed as an infringe- 
ment of state’s rights. 


e 
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Delay in French Phone 
Rate Fight 


pes! in bringing to a head the legal fight 
growing out of the railroad and ware- 
house prrvsan Ba seeth order reducing rates on 
hand-set telephones caused the commission to 
take the case out of the hands of Attorney 
General Harry H. Peterson by rescinding the 
previous order and issuing a new one. The 
commission quashed its own order of a few 
months ago under which telephone companies 
could charge an extra $3 a year for the 
French telephones for one year only. The 
new order directs all telephone companies in 
the state, issuing hand-set phones, to appear 
on September 6th to show cause why the rates 
should not be reduced or limited to a definite 
period. 

In its first order, the commission had con- 
tended that the $3 annual charge was suffi- 
cient to meet the extra cost of the equipment. 
The matter was thrown into the courts by 
the companies, and Attorney General Peter- 
son was designated the legal representative of 
the commission. 

Deputy Attorney General Fred A. Pike, in 
charge of the state’s case, explained he joined 
in the stipulations in the hope a compromise 
agreement could be reached upon the con- 
clusion of the telephone rate investigation. He 
added there was serious question whether the 
courts would sustain the commission in issu- 
ing an arbitrary order without first conducting 
a hearing after giving proper notice to the 
companies. . 


Proposed Phone Merger 
Called Illegal 


IGOROUS Objection to the proposal of the 

Northwestern Bell Telephone Company to 
acquire the Tri-State Company of St. Paul 
was voiced by two members of the state rail- 
road and warehouse commission. In the 
course of a lengthy bill of exceptions filed at 
Washington to the report of the examiner of 
the Interstate Commerce Commission which 
approved the proposal, the state commission- 
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Minnesota 


ers’ bill charged that the plan was an evasion 

of Minnesota law, and an “unsavory” trans- 
action in which one of the companies in the 
deal engaged in “wildcat speculation.” It was 
also asserted that sentiment in favor of the 
merger expressed by leading civic organiza- 
tions of the Twin Cities “is undoubtedly in- 
fluenced by monetary donations of the Tri- 
State and Bell companies toward the support 
of these various organizations.” The bill de- 
clared that there was nothing in the record 
to indicate that the promise of lower rates 
would ever be fulfilled. 

In reply to the state commission’s protest, 
which was signed by C. J. Laurisch and Knud 
Wefald, the Northwestern Bell Telephone 
Company on August 2nd charged that the 
two commissioners “went outside the record” 
in order to make out their case. The com- 
pany’s answer stated that “the striking thing 
about the document filed by the two com- 
missioners, is that although it is replete with 
statements of alleged fact, it contains not a 
single reference to the record.” 

The third commissioner, Frank W. Matson, 
did not sign the exceptions submitted by Com- 
missioners Laurisch and Wefald. Attorney 
General Harry H. Peterson had made a state- 
ment to the Interstate Commerce Commission 
approving of the proposal. 


* 


Power Utility Assails 
Excessive Taxes 


$e = paid by the Northern States Power 
Company have increased elevenfold since 
1916, while revenues have increased only 5t 
times, the company said on July 25th in its 
quarterly bulletin issued to shareholders in 
which it was shown taxes today are the great- 
est problem confronted by the company. 

A comparative statement of earnings for 
the twelve months ended May 31, 1933, and 
May 31, 1932, preceded the statement on taxes 
and showed net earnings this year are $15,- 
292,936 compared with $17,415,861 last year 
and that net income was $6,488,839 compared 
with $8,707,005 last year. 


z 
New Jersey 


Municipal Water Plant to 
Boost Rates 


| pra will ask a new deal from neigh- 
boring municipalities buying water from 


it, according to an announcement of Mayor 
Ellenstein who declared that he intended to 
boost the rate to these municipalities where 
possible because he found it necessary to in- 
crease the rate to Newark consumers 15 per 

cent. Contracts between Newark and Belle- 
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ville and Nutley already have expired. The 
new rates will go into effect October Ist, it 
is planned. It is the intention of Mayor Ellen- 
stein to submit new water rate contracts to 


Belleville and Nutley. Other water rate pacts 
with Newark involve the municipalities of 
Bloomfield, Elizabeth, East Orange, and 
Montclair. 


e 


New 


Governor Seeks Stricter Regula- 
tion of Utilities 


OvERNOR Lehman asked the New York 

legislature on August 4th to take steps 
toward bringing down gas and electric rates 
in the state by broadening the powers and the 
cperating facilities of the state public service 
commission. He submitted a series of amend- 
ments some of which were before the legis- 
lature in the regular session early in the year 
and failed of passage owing to pressure 
brought to bear by the utility corporations. 
Even lawmakers of the governor’s own party 
would not support all of his public utility 
amendments at that time. 

The measures recommended by Governor 
Lehman in his special message, transmitted to 
the two branches of the law-making body on 
August 4th would: (1) authorize the com- 
mission to tax public utilities with the cost of 
their regulation within a maximum charge of 
one half of one per cent of gross operating 
revenues; (2) appropriate $300,000 as a re- 
volving fund to enable the commission to 
carry on its investigations; (3) specifically 
authorize the commission by statute to make 
temporary rate reductions; (4) require a util- 
ity to pay interest on customers’ deposits. 

On August 7th Governor Lehman called 
upon the state conference of mayors to sup- 
port his public utilities program before the 
legislature as a means of hastening the reduc- 
tion of gas and electric rates throughout the 
state. 

In a letter to William P. Capes, secretary of 
the conference, the governor asked particu- 
larly for support in bringing about the en- 
actment of his bill to make the utilities pay 
part of the cost of rate investigations, such as 
the 200 complaints now before the public serv- 
ice commission. 

* 


Court Test Seen on Rate 
Reduction Drive 


EFORE the current summer is over the 

largest utility rate reduction campaign 
ever undertaken in the United States will 
reach a climax in New York state with a de- 
cision by the New York Public Service Com- 
mission as to whether the electric and gas 
rates currently in effect in Metropolitan. New 
York and its environs are to be readjusted to 


Y ork 


meet an alleged “emergency” or are to remain 
within the limits prescribed by Supreme Court 
decisions on the fair return principle, accord- 
ing to the Wall Street Journal. 

While utility rates in all of the Empire state 
are involved, attention is focused on the de- 
velopments affecting the major organizations 
in New York city, of which the Consolidated 
Gas Company system is preéminent. Hereto- 
fore, that organization and the commission 
have followed a practice which has lent itself 
to arrangements for rate adjustments mutual- 
ly satisfactory to all concerned. The present 
rate case, however, brought on by the com- 
mission’s own motion, has departed from witat 
was earlier held to be a sound method to 
maintain equitable rates and from present in- 
dications seems to be heading to final court 
adjudication. 

While no definite statements have been 
made to that effect, there is a feeling in New 
York utility circles that the past efforts to- 
ward complete accord with the regulatory au- 
thorities through diplomatic channels appar- 
ently having failed, the time has come to take 
a firm stand in the matter of rate affairs, if 
only in the interest of the protection of one 
of the largest classes of American investors. 
It is generally felt now that any laxity on the 
part of the managements in defense against 
attacks on the earning power of the systems 
would be an injustice to security holders. 
Never before has the New York Public Serv- 
ice Commission’s calendar presented the ar- 
ray of rate cases it has had during the past 
six weeks. Hearings have been scheduled 
and are being scheduled for many of the prin- 
cipal cities in the state convenient to hear the 
issue at large. 

Already the commission has startled utility 
quarters and the investing public by several 
of its decisions. One notably in the case of 
the New York State Electric & Gas Corpo- 
ration, on the basis of “emergency needs of 
the moment,” cut the company’s rates to a 
point where it was calculated the return was 
equal to about 6 per cent on the rate base. 
That decision was followed by statewide pub- 
licity to the statement of Commissioner Lunn 
to the effect that all companies earning more 
than 6 per cent had better beware. Commis- 
sioner Lunn’s statement was somewhat modi- 
fied by the subsequent statement of Chairman 
Milo R. Maltbie, who stated that the return 
allowance for each individual company would 
be based upon the circumstances surrounding 
the individual case. 
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North Carolina 


NRA May Upset Rate 
Case Evidence 


HE corporation commission has agreed 

tentatively upon reductions in the sur- 
charge made for French-type telephones and 
for removal and other telephone charges ex- 
clusive of exchange subscription rates, accord- 
ing to the Raleigh News and Observer. The 
formal order was expected early in August. 
It was explained that action upon exchange 


service rates would be delayed pending more 
complete information on how telephone costs 
will be affected by the National Recovery 
codes. 

Much of the data gathered by the com- 
mission in its extended study of the tele- 
phone, electric, and gas rate situations may 
have to be revised to take into account higher 
= levels. Commissioner Stanley Winborne 
said: 

“Application of the Recovery codes doubt- 
less will affect the whole situation.” 


e 
North Dakota 


Commission on Security Sale 
Made Public 


N interesting paragraph appeared in con- 

nection with a financial statement sent 
out by the Bancnorthwest company in a let- 
ter to bondholders of the Montana-Dakota 
Power Company operating in this state. The 
letter sets out a proposal of the utility firm 
to extend certain first mortgage bonds and 
the terms thereof. It also states that the com- 
pany has agreed to pay a commission of 4 of 
1 per cent on all the outstanding bonds to a 
group of security dealers, of which the Banc- 


e 


northwest company was one, for services ren- 
dered and for further services to be rendered 
in connection with the plan of extension being 
submitted to the bondholders. In addition, 
the Bancnorthwest company would receive a 
commission of 1 per cent on all bonds de- 
posited under the plan through its efforts. 

The voluntary publicity was said to be an 
answer to the regulation made by the Federal 
government along with the law passed at the 
recent congressional session. It was held to 
demonstrate the good faith of this particular 
securities affiliate of one of our larger bank- 
ing corporations in making public the terms 
of its employment. 


Ohio 


Columbus Plant May Lose 
Federal Funds 


eae that the municipal light plant 
extensions approximating $800, cannot 
be financed with public works money was seen 
on August Ist. While Secretary Ickes, public 
works administrator, announced that money 
would be loaned to finance municipal light 
plants even though they are competing with 
private utilities, the fact that the city light 


plant is not a separate utility may prevent it 
from receiving any cash, according to Service 
Director William P. Halenkamp. It would be 
necessary for the light plant to be set up as 
a separate utility to get the necessary cash to 
finance the extensions. 

Should this be done, the general fund would 
be deprived of what revenue it is now receiv- 
ing from the plant. It would also be neces- 
sary for the city to pay for the lighting of 
city streets if the plant were operated as a 
separate utility. 


e 
Oklahoma 


Thesis Shows Municipal 
Utility’s Loss 


HE Oklahoma State Chamber of Com- 
merce has released to its members the 
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complete study of the functional cost of gov- 
ernment in Oklahoma, which was offered June 
5th by its author John M. Ashton, as a thesis, 
to the graduating faculty of the University 
of Oklahoma, by whom it was accepted and 
upon which the degree of Doctor of Philo- 
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sophy was conferred upon the author. The 
study comprises about 150 pages and was said 
by the Judicial Bulletin to be probably the 
most exhaustive analysis of its kind in tax 
literature. Table No. 61 of this study deals 


with the operation of water, light, gas, and 
airport services by municipalities of the state 
for 1931, and sets forth the conclusion that for 
said year such municipal operation in Okla- 
homa resulted in a loss of $2,291,638. 


7 


South Dakota 


Huge Power System Proposed 
for Black Hill Region 


A power project which would fur- 
nish electricity to cities and rural areas 
of the entire Black Hills region was tenta- 
tively approved by a meeting of officials from 
ten cities in Spearfish on July 30th. The 
project would utilize the vast coal fields in the 
vicinity of Gillette, Wyoming, for generating 
power. It would involve construction of a 
huge carbo-electric plant and a system of 
transmission lines. Application will be made 
for Federal public works’ funds to finance the 
project. 

The new system would not react unfavor- 
ably on public service companies now serving 
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the region, according to the Denver (Colo.) 
Post. Existing facilities for handling power 
would be contacted by lines from the new 
plant, and the electricity would be sold to the 
present companies at cost. Preliminary in- 
vestigation indicated the project would save 
city dwellers of the region thousands of dol- 
lars a year and would make electric power 
available to a wide rural area. The system 
would be administered by a nonprofit asso- 
ciation made up of the several cities. 

C. E. Dawson of Lead, M. Schechberger 
of Rapid City, and Wayne George of Spear- 
fish were named on a committee to make a 
further study of the project and report at a 
future meeting. The meeting of July 30th at 
Spearfish was called by the mayor of that 
city, J. William Smoots. 


Texas 


Gas Rate Increase Sought under 
NRA Code 


G” companies, seeking the aid of the rail- 
road commission to raise rates under the 
President’s recovery program, received cool 
treatment at the hands of the Texas Railroad 


Commission. The Amarillo Gas Company, 
the West Texas Gas Company, and the Dal- 
hart Gas Company sent the following message 
to the commission : 

“Gas utilities named are very anxious to 
participate to the fullest extent in the Presi- 
dent’s recovery program. The blanket code 
specifies public utilities and recognizes that 
prices must be increased enough to offset in- 
creased operating costs. Does the railroad 
commission approve the President’s plan for 
gas utilities and does the commission desire 
that we codperate? Chairman Smith replied: 


“The railroad commission is in full accord 
with the President’s recovery program. The 
Texas statutes provide the procedure to be 
followed in securing raises in gas rates. This 
commission would not attempt to influence city 
councils in the exercise of their original ju- 
risdiction in rate matters but will consider 
each case on its merits when properly before 
it. You state that the code recognizes that 
prices must be increased to absorb increased 
operating costs. We do not so understand the 
code, but that prices are to be increased only 
in cases where the present income will not 
absorb the increased expenses and yield a fair 
return on the fair value of the property and 
this can be determined only after hearing 
when all pertinent facts are considered. We 
further believe the code contemplates that 
every business codperating as far as possible 
will absorb this increased expense without 
passing it on to an overburdened public.” 
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The Latest Utility Rulings 





Customers’ Ability to Pay Used to Test Warehouse Rates 


HE Idaho commission established 

what is probably a precedent in the 
extreme application of the “value of 
service” theory to test the reasonable- 
ness of utility rates when it made per- 
manent an order issued last June sus- 
pending increased tariffs proposed by a 
warehouse and grain elevator utility. 
The Idaho ruling was especially inter- 
esting in that the commission made no 
findings tentative or otherwise in its 
opinion as to the value of the property 
used for the public service involved, or 
as to the present earnings of the utility 
or the anticipated revenues under the 
proposed schedule, beyond a formal con- 
clusion expressed in the order that the 
evidence considered by the commission 
indicated that the “proposed rates have 
not been and are not justified by such 
evidence.” This is unusual in that the 
commission’s order was permanent and 
final and not a “temporary emergency 
order,” such as those usually issued by 
other state commissions without the 
formality of specific findings of value, 
revenues, earnings, expenses, and so 
forth. The only supporting reasons set 
forth in the commission’s order were 
“a comparison of the rates now in ef- 
fect and on file with the commission for 
such and similar service,” and the in- 
ability of the farming patrons of the 
petitioning utility to pay the increased 
tariffs. The opinion stated: 


“To the contention of the warehousemen, 
to the effect that the farmer’s ability to pay 
cannot be considered and has no place here- 
in, the commission cannot subscribe. If 
such a doctrine is to be promulgated in 
the state of Idaho it must be given birth 
by the highest court in this state and not 
by this commission, nor do we wish to be 
understood as expressing the opinion that 
the court of last resort in Idaho will ever 
sanction either the birth or growth of such 
a doctrine. Such a doctrine would, in the 
opinion of this commission, be subversive 
of every consideration of justice and strike 
a death blow in Idaho to the national ad- 
ministration’s efforts to vitalize once more 
with the breath of financial life the agri- 
cultural industry in America. If it be true, 
which we do not admit, that under the 
laws of the state of Idaho this commission 
is. powerless to grant unto the agricultural 
industry of this state every consideration 
of justice which its deplorable condition 
demands, and cannot give consideration to 
the farmer’s ability to pay when considering 
whether or not the proposed rates are fair, 
just, and reasonable, then our answer to 
this lamentable situation is that where man- 
made laws part company with justice, this 
commission prefers to pursue the path of 
justice and predicate its decisions thereon.” 


The opinion added that the commis- 
sion would not sanction any attempt by 
utilities to increase their rates for serv- 
ice to farmers solely because of the fact 
that it appears that the farmers will re- 
ceive a fair price for their 1933 crops 
for the first time in a number of years. 
Re Nezperce Roller Mills et al. (Case 
No. F-1049, Order No. 1480.) 


& 


Ordinance to End Rate War between Public and Private 
Plant Sustained 


R1oR to 1928, the Texas Electric 
Service Company was the only dis- 
tributor of electricity operating in the 
city of Seymour. During that year, 
however, through a contract with the 


Fairbanks, Morse & Company, the city 
purchased on instalments “payable by 
revenue only” a municipal light and 
power plant. Upon execution of the 
contract, the municipal officials solicited 
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as future customers for the municipal 
plant patrons which were already being 
served by the private utility. They suc- 
ceeded in inducing more than half of the 
private utility’s Seymour customers to 
sign service contracts. 

To end further desertion of its pa- 
tronage, the private utility put into effect 
a rate schedule 10 per cent lower than 
that of the municipal plant. There was 
at that time in the city of Seymour 
less than 700 potential customers—or 
enough to insure a fair return for one 
of the plants alone. The Seymour city 
council thereupon enacted an ordinance 
which fixed a minimum rate level below 
which the municipal and private plants 
were both forbidden to go. The private 
utility sued to restrain the enforcement 
of this minimum rate ordinance and was 
granted an injunction in a lower court 
and an appeal was taken by the city. 
In the course of the discussion it ap- 
peared that previous holdings of the 
Texas court were to the effect that regu- 
latory authority conferred upon Texas 
municipalities to fix utility rates in- 


cludes authority to fix minimum rates 
applicable alike to municipal and pri- 
vately owned utilities competing in the 
same territory. 

The United States Circuit Court of 
Appeals, in dissolving the injunction 
granted by the lower district court, held 
that the ordinance complained of was 
within the power of the city to enforce. 
The utility contended that the statute 
empowered the city to fix rates only for 
lighting service and that the schedule 
for other uses of electricity than lighting 
are so intermingled with the light sched- 
ules as to render the entire ordinance 
void. 

The court disagreed with the inter- 
pretation of the private utility and de- 
clared that Article 1119 of the state 
statutes granted to cities the power to 
regulate by ordinance the rates and com- 
pensation to be charged by all water, 
gas, light, and sewer companies, and 
that the private utility’s construction of 
the statute would be a strained and 
artificial one. City of Seymour et al. v. 
Texas Electric Service Co. 


e 


Listing of Merchandise on Utility Service Bills Prohibited 


HE public service commission of 

New York has forbidden all gas 
and electric companies in that state to 
include any item for the sale of mer- 
chandise or appliances on regular serv- 
ice bills for gas and electricity. The 
order of the commission, effective 
August 1, 1933, is to continue in effect 
until March 1, 1936, and thereafter un- 
less otherwise ordered by the commis- 
sion. The commission’s order is an 
amendment to a previous order regard- 
ing the standard form of bill to be used 
by all gas and electric companies and 
directing the company to show certain 
information on all bills to aid the cus- 
tomer in checking their accuracy. Both 
orders resulted from an investigation by 
the public service commission into the 
mechandising activities of utility com- 
panies. 


Chairman Milo R. Maltbie, writing 
the commission’s opinion, stated that “a 
public service corporation has no right 
to discontinue service because merchan- 
dising bills are not paid.” The chair- 
man also stated that separate bills should 
be rendered for appliances or any serv- 
ice other than gas or electricity. 

As a result of the investigations into 
the merchandising operations of public 
utilities last year, the commission di- 
rected an accounting system and form 
of report be prepared which would 
show the full and complete cost of mer- 
chandising operations of public service 
corporations. It was stated at the same 
time that when this is prepared a hear- 
ing will be held to give the utilities an 
opportunity to submit their criticisms 
and suggestions. Re Uniform Billing 
for Gas and Electric Companies. 
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Rehearing Denied in Wisconsin Telephone Case 


ALUATION figures of the Wisconsin 

Telephone Company submitted by 
the company’s engineers are not reliable 
in the estimation of the Wisconsin Pub- 
lic Service Commission, according to an 
opinion handed down in July denying 
the company a rehearing on the commis- 
sion’s order reducing rates of the utility 
12} per cent starting August 1, 1933. 
The purpose of the original order was 
to continue an emergency order of one 
year ago which would result in a rate 
reduction of $1,500,000 to consumers if 
the commission should win out in the 
courts. 

The next step of the company will 
now probably be to appeal to the United 
States District Court where appeal of 
the previous order is now pending. The 
company in its petition for rehearing 
had contended that the commission’s 
order would be confiscatory because it 
would not allow a fair return upon the 
value of the company’s property as esti- 
mated by the company’s engineers. The 
commission stated : 

“We are not purporting at this time to 
set up an opposing valuation inasmuch as 
the task of our engineers in that under- 
taking is not done. 

“We believe, however, that whatever 
credence may have attached to the com- 
pany’s valuation figure is gone. We re- 
peat that if we have allowed what appears 
to us a fair return—at least 6 per cent 
on the company’s common stock, applicable 
to local service—we have done our duty so 


far as the company is concerned. 
“It is now up to the company to convince 
the court of that which it has failed to 
e the commission believe—that the 6 
per cent plus on common stock is confisca- 
tory on the valuation which the company 
can reasonably establish.” 


The commission cited as examples of 
evidence pointing to the unreliability of 
the company’s appraisal figures, (1) al- 
leged admitted errors in appraisal by 
the company’s chief engineer, F. E. 
Crowell, (2) the alleged inclusion of 
unused property to the amount of $7,- 
000,000, and (3) an alleged discrepancy 
between the present value of exchange 
pole lines and company book costs 
of such equipment. The commission 
doubted whether it should “consider 
seriously any valuation submitted by the 
Wisconsin Telephone Company until an 
impartial pricing of Western Electric 
equipment has been indicated. 

If the Wisconsin Company should 
lose its battle to prevent enforcement of 
the 124 per cent rate order, the company 
must return to its subscribers 124 per 
cent of their phone bills, plus interest. 
A cash fund to provide such protection 
for the company’s subscribers, pending 
final decision on its application for an 
injunction against the rate cut, was 
made mandatory by order of Judge 
Patrick T. Stone in the United States 
District Court on July 3lst. Re Wis- 
consin Telephone Co. 


7 


War Department Rate Complaint Not Entitled to 


Special 


FM eg nly of opinion developed 
on August Ist between Abraham C. 
Webber and his associates in the Massa- 
chusetts Department of Public Utilities 
over a request by the War Depart- 
ment in Washington for lower electric, 
gas, and water rates, from the Massa- 
chusetts companies serving this branch 
of the Federal government. The major- 
ity of the commission ordered that a 


Hearing 


hearing on the rates of the Suburban 
Gas & Electric Company and the Hing- 
ham Water Company be reopened Sep- 
tember 12th. It declined to act on the 
War Department’s petition for lower 
rates from the Edison Electric Illumi- 
nating Company of Boston, the Lynn 
Gas & Electric Company, and the 
United Electric Company on the ground 
that there are other petitions involving 
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these rates now before the department 
of public utilities. The order said: 


“Even though we have the power, we 
doubt the propriety of our ordering the 
service under a special contract, at rates less 
than those applying to ratepayers. We 
think of no sound reason why the United 
States should obtain its electricity at lower 
rates than the commonwealth or the various 
cities and towns in which the companies 
operate, or other customers using like 
amounts of electricity, under similar cir- 
cumstances.” 





yee aged revised schedule of 
electric rates for domestic and 
commercial consumers, which carries a 
reduction of $360,000 a year, is in effect. 
The schedule proposed by the cities and 
the Birmingham Electric Company late 
in July was approved by the Alabama 
Public Service Commission on July 
28th. It is effective as of July Ist under 
a written agreement of the Birmingham 
Electric Company filed with the com- 
mission May 27th as a condition for a 
continuance of the hearing set for that 
date, and bills rendered for July were 
based on the new rates. 

The contract between the city of Bir- 
mingham and the Birmingham Electric 
Company for street lighting, however, 
is still in controversy because of the re- 
fusal of the company to agree to a can- 
cellation clause. 

The schedule as presented to the com- 
mission increased the cost to a small 
number of consumers who had installed 
iron stokers, or who had separate 
meters for refrigeration and residential 
lighting. When this was called to the 
attention of the commission, President 
White said that changes would be made 
in these schedules to provide decreases 
instead of increases. One residential 
rate has been substituted for the two 
previously existing, with a minimum 
monthly service charge of 70 cents in- 
stead of 75 cents. This effects a saving 
to all classes of residential customers. 
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Birmingham Rate Reduction Agreement Approved 
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Commissioner Webber, dissenting, 


said in part: 
“I see no impropriety in what is asked 
for. The discount is a matter which the 
utility companies involved could well accede 
to as a gracious gesture to the present 
national program, without seriously jeop- 
ardizing their profits or violating any im- 
portant principle of public utility regulation. 
The emergency, it is hoped, is but tempo- 
rary. 


United States v. Edison Electric Illumi- 
nating Co. of Boston et al. 






Under the new rate the charge will be 
6.5 cents per kilowatt hour for the first 
4 kilowatt hours per room, 5 cents for the 
next 6 kilowatt hours per room, and 2.5 
cents for the next 300 kilowatt hours 
per room, and 1.5 cents for all addition- 
al kilowatt hours. The average reduc- 
tion in residential rates for all classes 
of consumers was estimated at 224 per 
cent. The largest reduction is given to 
the consumer whose monthly bills range 
between 25 and 50 kilowatt hours, more 
than 50 per cent of residential consum- 
ers coming under this class. 

The hearing which ended in the com- 
promise agreement was ordered by the 
Alabama Public Service Commission on 
its own initiative and set for May 27th, 
but at the request of the Birmingham 
Electric Company was passed until June 
26th. After four days of testimony an- 
other recess was taken until July 11th. 
In the afternoon of that day, at the sug- 
gestion of Judge H. L. Anderson, attor- 
ney for the Alabama Rate Association, 
another recess was ordered to give the 
cities and the company an opportunity 
to work out a compromise agreement. 
They reported a schedule July 13th 
which was not satisfactory to the com- 
mission and the matter again was re- 
ferred to the experts with the sugges- 
tion that they prepare one rate for all 
residential customers. The rate now 
approved was the result. Re Birming- 
ham Electric Co. (Docket 6484.) 















PUBLIC UTILITIES FORTNIGHTLY 
Missouri Bus and Truck Law Sustained by State Court 


Pye ewaid of the state public serv- 
ice commission, the state highway 
commission, and the state highway pa- 
trol to enforce the provisions of the Mis- 
souri 1931 bus and truck law was up- 
held on July 27th by the supreme court 
of that state in a decision written by 
Judge E. M. Tipton. Judge Tipton’s 
decision awards an absolute rule of pro- 
hibition to the state agencies named 
against Judge Jerry Mulloy of Division 
No. 2 of the St. Louis Circuit Court and 
nullifies an injunction issued by him to 
restrain them from enforcing the bus 
and truck law. 

The injunction nullified by the deci- 
sion was issued on July 27, 1932, by 
Judge Mulloy, on petition of the Purple 
Swan Lines, Inc,. Madge Goldstein and 
J. F. Goldstein. The Purple Swan 
Lines had applied to the commission for 
a permit to operate over the highways 


as a passenger intrastate contract car- 
rier over an irregular route. The com- 
mission had not passed on the applica- 
tion when the injunction applied for 
was issued. 

It was contended by the applicants 
for the writ of prohibition that Judge 
Mulloy had no jurisdiction to issue the 
restraining order, which sought to pre- 
vent the state commissions and patrol 
from enforcing the terms of the bus and 
truck law. 

Judge Tipton held that the injunc- 
tion of Judge Mulloy prohibits the 
state commission from attempting to 
interfere with the operation of the 
Purple Swan, Inc., and interferes with 
performance of the official duties of that 
body, and for that reason the temporary 
rule in prohibition must be made abso- 
lute. Purple Swan Lines, Inc. et al. v. 
Public Service Commission. 


e 


Other Important Rulings 


c &- California commission in exer- 
cising statutory jurisdiction to su- 
pervise and regulate accounting methods 
and practices has ordered the Los An- 
geles Gas and Electric Corporation to 
reverse journal entry of January 1, 
1930, whereby it charged fixed capital 
accounts with $4,959,463.09 and credited 
depreciation reserve with $1,521,870.84 
and unappropriated surplus with the 
balance of $3,437,592.25. The company 
was ordered to reverse entries by which 
fixed capital installed prior to January 
1, 1913, was distributed to primary 
fixed capital accounts now in effect. 
The commission stated that in allocating 
overhead charges, under a plan followed 
by a utility over a period‘of years, the 
tendency had been to hold down stated 
capital and to increase the amount of 
operating expense. To change this pol- 
icy and to let judgment lean towards 


building up capital and keeping down 
operating expenses when applied pros- 
pectwely would work no inequity or 
prejudice to the company or consumer. 
The vice, however, of the claimed cor- 
rective entries, according to the commis- 
sion’s opinion would be in attempting 
to give a retrospective effect to a change 
in policy where relationships established 
under the superseded policy could not 
be effected consistently, for while capi- 
tal was thus increased the benefit of 
lessened operating charges over the 
period of years could not be extended 
retroactively to past consumers. The 
Los Angeles company reiterated its 
former holding that money collected 
as operating expense may not be used 
as capital upon which to claim a re- 
turn. Re Los Angeles Gas & Electric 
Corp. (Decision No. 26132, Case No. 
34435.) 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published ix full or abstracted in Public Utilities Reports. 
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